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OFFICE  OF  PERSONNEL 
MANAGEMENT 

48  CFR  Chapter  21 

RIN  3206-AE04 

Federal  Employees’  Group  Life 
Insurance  Program;  Acquisition 
Regulation 

agency:  Office  of  Personnel 
Management. 

action:  Proposed  rulemaking. 

SUMMARY:  The  Office  of  Personnel 
Management  is  proposing  to  establish 
Chapter  21  in  Title  48  of  the  Code  of 
Federal  Regulations  (Parts  2100-2199). 
This  regulation  describes  the  method  by 
which  the  Office  of  Personnel 
Management  (OPM)  implements  and 
supplements  the  Federal  Acquisition 
Regulation  (FAR)  for  the  Federal 
Employees’  Group  Life  Insurance 
(FEGLI)  Program.  OPM  is  proposing  this 
regulation  to  identify  basic  and 
significant  acquisition  policies  unique  to 
the  FEGLI  Program.  The  regulation 
would  be  referred  to  as  the  Federal 
Employees’  Group  Life  Insurance 
Prt^ram  Acquisition  Regulation 
(UFAR). 

DATES:  Comments  must  be  received  on 
or  before  July  10, 1992. 

ADDRESSES:  Written  comments  may  be 
sent  to  Andrea  S.  Minniear,  Assistant 
Director  for  Retirement  and  Insurance 
Policy,  Retirement  and  Insurance  Group, 
Office  of  Personnel  Management,  P.O. 
Box  57,  Washington,  DC  20044,  or 
delivered  to  OPM,  room  4351, 1900  E 
Street,  NW.,  Washington,  DC. 

FOR  FURTHER  INFORMATION  CONTACT: 
Abby  L.  Block,  (202)  606-0191. 
SUPPLEMENTARY  INFORMATION:  OPM  is 
proposing  this  regulation  to  provide 
direction  and  uniformity  in  the  agency’s 
procurement  of  life  insurance  coverage 
for  Federal  employees,  retirees,  and 
survivors  and  to  assist  life  insurance 
carriers  and  other  interested  parties  in 
understanding  OPM’s  application  of  the 
Federal  Acquisition  Regulation  (FAR) 
(48  CFR  chapter  1)  to  the  FEGLI 
Program.  The  FAR  system  was 
established  for  the  codification  and 
publication  of  uniform  policies  and 
procedures  for  acquisition  by  all 
executive  agencies.  The  FAR  system 
consists  of  those  Government-wide 
acquisition  regulations  in  48  CFR 
chapter  1  and  agency  acquisition 
regulations  in  subsequent  chapters 
issued  by  individual  agencies.  OPM  is 
now  proposing  the  UFAR,  established 
as  chapter  21  within  title  48  of  the  Code 
of  Federal  Regulations,  to  describe  the 
m  ’thod  by  which  it  will  implement  and 


suppleosent  the  FAR  for  the  specific 
purpose  of  acquirii^  and  administering 
contracts  with  life  insurance  carriers  in 
the  FEGU  Program. 

The  fundamental  principle  underlying 
the  UFAR  is  that  the  FAR  is  applicable 
in  general  to  contracts  negotiated  imder 
the  FEGU  Program  although  specific 
application  of  the  FAR  necessarily 
differs  from  its  application  to  other 
procurement  contracts  because  of  the 
distinct  nature  of  the  service  procured, 
i.e.,  life  insurance  coverage.  Indeed,  it  is 
well  understood  that  a  number  of 
provisions  of  the  FAR  would  be 
impossible  to  apply  literally  in  a 
practical  manner  to  a  life  insurance 
contract.  In  accordance  with  FAR 
subpart  1.3,  the  UFAR  does  not 
unnecessarily  repeat,  paraphrase,  or 
otherwise  restate  material  contained  in 
the  FAR. 

Therefore,  the  UFAR  is  not,  by  itself, 
a  complete  document  as  it  must  be  used 
in  conjunction  with  the  FAR.  Where  the 
FAR  has  no  practical  applicability  to  the 
FEGU  Program,  and  attempts  to  apply  a 
given  provision  would  be 
counterproductive  and  inconsistent  with 
the  intent  of  the  FAR,  specific  notation 
is  provided  along  with  the  authority  for 
the  determination  of  nonapplicability. 
Where  a  FAR  part  or  subpart  is 
adequate  for  use  without  further  OPM 
implementation  or  supplementation,  or 
is  clearly  irrelevant,  no  mention  is  cited 
in  the  Lff  AR.  Thus,  the  order  of  use  is 
(1)  FAR;  (2)  UFAR.  The  UFAR  is 
intended  to  identify  basic  and 
significant  acquisition  policies  unique  to 
the  FEGU  Program. 

It  is  also  important  to  note  that  the 
UFAR  does  not  replace,  incorporate,  or 
supplement  regulations  found  at  5  CFR 
part  870  which  provide  the  substantive 
policy  guidance  for  administration  of  the 
life  insurance  program  under  5  U.S.C. 
chapter  87. 

UFAR  subpart  2115.9  provides  a  profit 
opportunity  for  the  contractor  in  the 
form  of  a  service  charge  which  may  be 
negotiated  in  lieu  of  the  risk  charge  that 
OPM  has  provided  in  the  past.  The 
service  charge  represents  that  element 
of  the  total  remuneration  that 
contractors  may  receive  for  contract 
performance  over  and  above  allowable 
costs  (FAR  15.901).  It  does  not  guarantee 
a  profit  but  is  intended  to  be  used  as  an 
incentive  to  stimulate  efficient  contract 
performance  and  as  a  guide  to  agendes 
entering  negotiations.  Thus,  the 
proposed  factors  are  intended  to  give 
structure  to  the  process  of  determining  a 
profit  prenegotiation  objective  and  to 
provide  justification  and  documentation 
of  the  profits  paid.  The  service  charge 
formula  allows  for  appropriate  increases 


over  time  based  on  contractor 
performance. 

While  OPM  was  developing  the 
UFAR.  Congress  passed  the  Omnibus 
Budget  Reconciliation  Act  of  1990. 
Section  11301  of  title  XI  of  this  Act,  now 
codified  at  26  U.S.C.  848,  prescribes  new 
rules  for  the  capitalization  of  insurance 
policy  acquisition  expenses  (Deferred 
Acquisition  Cost  “DAC”  tax).  Since  the 
DAC  tax,  as  it  relates  to  the  FEGU 
Program,  is  a  tax  on  assets  rather  than 
net  profit,  it  is  an  allowable  contract 
expense  under  Government  contract 
cost  principles  (see  2131.205-41(c)).  For 
purposes  of  the  UFAR,  the  DAC  tax 
includes  the  tax  on  additional  premium 
remitted  to  the  contractor  to  meet  its  ^ 
DAC  tax  obligations. 

E.0. 12291,  Federal  Regulation 

OPM  has  determined  that  this  is  not  a 
major  rule  as  defined  under  section  1(b) 
of  E.0. 12291,  Federal  Regulation. 

Regulatory  Flexibility  Act 

I  certify  that  this  regulation  will  not 
have  a  significant  economic  impact  on  a 
substantial  number  of  small  entities. 
This  regulation  implements  and 
siqjplements  the  Federal  Acquisition 
Regulation,  which  has  already  been 
established  for  entities  contracting  with 
the  Federal  Government. 

Ust  of  Subjects  in  48  CFR  Chapter  21 

Administrative  practice  and 
procedure,  Government  contracts,  Ufe 
insurance. 

Office  of  Personnel  Management. 
Cwistance  Berry  Newman, 

Director. 

Accordingly,  OPM  proposes  to  amend 
title  48,  Code  of  Federal  Regulations,  by 
adding  chapter  21  (parts  2100-2199)  to 
read  as  follows: 

CHAPTER  21— OFFICE  OF  PERSONNEL 
MANAGEMENT.  FEDERAL  EMPLOYEES 
GROUP  LIFE  INSURANCE  ACQUISITION 
REGULATION 

SUBCHAPTER  A— GENERAL 
Part 

2101  Federal  Acquisition  Regulations 
System. 

2102  Definitions  of  words  and  terms. 

2103  Improper  business  practices  and 
personal  conflicts  of  interest. 

2104  Administrative  matters. 

Sl»CHAPTER  B— ACQUISITION 
PLANNING 

2105  Publicizing  contract  actions. 

2106  Competition  requirements. 

2109  Contractor  qualifications. 
SUBCHAPTFR  C— CONTRACTLNG 
METHODS  AND  CONTRACT  TYPES 
2114  Sealed  bidding. 
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2115  Contract  by  negotiation. 

2116  Types  of  contracts. 

SUBCHAPTER  D— SOCIOECONOMIC 
PROGRAMS 

2122  Application  of  labor  laws  to 
government  acquisitions. 

2124  Protection  of  privacy  and  freedom  of 
information. 

2129  Taxes. 

SUBCHAPTER  E— GENERAL 
CONTRACTING  REQUIREMENTS 

2131  Contract  cost  principles  and 
procedures. 

2132  Contract  financing. 

2133  Protests,  disputes,  and  appeals. 

2137  Service  contracting. 

2143  Contract  modifications. 

2144  Subcontracting  policies  and 
procedures. 

2146  Quality  assurance. 

2149  Termination  of  contracts. 
SUBCHAPTER  H— CLAUSES  AND  FORMS 
2152  Contract  clauses. 

SUBCHAPTER  A— GENERAL 

PART  2101— FEDERAL  ACQUISITION 
REGULATIONS  SYSTEM 

Subpart  2101.1 — Purpose,  Authority, 
Applicability  and  Issuance 

Sec. 

2101.101  Purpose. 

2101.102  Authority. 

2101.103  Applicability. 

2101.104  Issuance. 

2101.104-1  Publication  and  code 

arrangement. 

2101.104^2  Arrangement  of  regulation. 

Subpart  2101.3— Agency  Acquisition 
Regulation  (UFAR) 

2101.301  Policy. 

Authority:  5  U.S.C.  8716;  40  U.S.C.  486(c);  48 
CFR  1.301. 

Subpart  2101.1— Purpose,  Authority, 
Applicability,  and  Issuance 

2101.101  Purpose. 

(a)  This  subpart  establishes  chapter 
21,  Office  of  Personnel  Management 
Federal  Employees’  Group  Life 
Insurance  Acquisition  Regiilation, 
within  title  48,  the  Federal  Acquisition 
Regulation  System,  of  the  Code  of 
Federal  Regulations.  The  short  title  of 
this  regulation  shall  be  UFAR. 

(b)  The  purpose  of  the  UFAR  is  to 
implement  and  supplement  the  Federal 
Acquisition  Regulation  (FAR) 
specifically  for  acquiring  and 
administering  a  contract,  or  contracts, 
for  life  insurance  under  the  Federal 
Employees’  Group  Ufe  Insurance 
(FEGU)  Program. 

2101.102  Authority. 

(a)  The  UFAR  is  issued  by  the 
Director  of  the  Office  of  Personnel 


Management  in  accordance  with  the 
authority  of  5  U.S.C.  chapter  87  and 
other  applicable  law  emd  regulation. 

(b)  'The  UFAR  does  not  replace  or 
incorporate  regulations  found  at  5  CFR 
part  870,  et  seq.,  which  provide  the 
substantive  policy  guidance  for 
administration  of  the  FEGU  Program 
under  5  U.S.C.  chapter  87.  The 
contractor  should  follow  the  following 
order  of  precedence  in  contracting  with 
OPM  under  the  FEGU  Program: 

(1)  5  U.S.C.  chapter  87. 

(2)  5  CFR  part  870,  et  seq. 

(3)  48  CFR  chapter  1. 

(4)  48  CFR  chapter  21. 

(5)  The  FEGU  Program  contract. 

2101.103  Applicability. 

The  FAR  is  generally  applicable  to 
contracts  negotiated  in  the  FEGU 
Program  pursuant  to  5  U.S.C.  chapter  87. 
The  UFAR  implements  and  supplements 
the  FAR  where  necessary  to  identify 
basic  and  significant  acquisition  policies 
unique  to  the  FEGU  Program. 

2101.104  Issuance. 

2101.104- 1  Publication  and  code 
arrangement 

(a)  'The  UFAR  and  its  subsequent 
changes  are  published  in — 

(1)  Daily  issues  of  the  Federal 
Register,  and 

(2)  Cumulative  form  of  the  Code  of 
Federal  Regulations. 

(b)  The  UFAR  is  issued  as  chapter  21 
of  tide  48  of  the  Code  of  Federal 
Regulations. 

2101.104- 2  Arrangement  of  regulation. 

(a)  General.  The  UFAR  conforms  with 
the  arrangement  and  numbering  system 
prescribed  by  FAR  1.104.  However, 
when  a  FAR  part  or  subpart  is  adequate 
for  use  without  further  OPM 
implementation  or  supplementation, 
there  will  be  no  corresponding  UFAR 
part,  subpart,  etc.  The  UFAR  is  to  be 
used  in  conjunction  with  the  FAR  and 
the  order  for  use  is: 

(1)  FAR; 

(2)  UFAR. 

(b)  Citation.  (1)  In  formal  docxunents, 
such  as  legal  briefs,  citation  of  chapter 
21  material  that  has  been  published  in 
the  Federal  Register  will  be  to  title  48  of 
the  Code  of  Federal  Regulations. 

(2)  In  informal  documents,  any  section 
of  chapter  21  may  be  identified  as 
“UFAR”  followed  by  the  section 
number. 

Subpart  2101.3— Agency  Acquisition 
Regulation  (UFAR) 

2101.301  Policy. 

(a)  Procedures,  contract  clauses,  and 


other  aspects  of  the  acquisition  process 
for  contracts  in  the  FEGU  Program  shall 
be  consistent  with  the  principles  of  the 
FAR.  Changes  to  the  FAR  that  are 
otherwise  authorized  by  statute  or 
applicable  regulation,  dictated  by  the 
practical  realities  associated  with 
certain  unique  aspects  of  life  insurance 
or  necessary  to  satisfy  specific  needs  of 
the  Office  of  Personnel  Management,  to 
the  extent  not  otherwise  regulated  in  the 
FAR,  shall  be  implemented  as 
amendments  to  the  UFAR  and 
published  in  the  Federal  Register,  or  as 
deviations  to  the  FAR  in  accordance 
with  FAR  subpart  1.4. 

(b)  Internal  procedures,  instructions, 
and  guides  wUch  are  necessary  to 
clarify  or  implement  the  UFAR  within 
OPM  may  be  issued  by  agency  officials 
designated  by  the  Director,  OPM. 
Normally,  such  designations  will  be 
specified  in  the  OPM  Administrative 
Manual,  which  is  routinely  available  to 
agency  employees  and  will  be  made 
available  to  interested  outside  parties 
upon  request.  Clarifying  or  implementing 
procedures,  instructions,  and  guides 
issued  pursuant  to  this  section  of  the 
UFAR  must: 

(1)  Be  consistent  with  the  policies  and 
procedures  contained  in  this  regulation 
as  implemented  and  supplemented  fiom 
time  to  time;  and 

(2)  Follow  the  format,  arrangement, 
and  numbering  system  of  this  regulation 
to  the  extent  practicable. 

PART  2102— DEFINITIONS  OF  WORDS 
AND  TERMS 

Subpart  2102.3 — Definitiona  of  FEGU 
Terms 

Sec. 

2102.370  Scope  of  subpart. 

2102.371  Definitions. 

Authority:  5  U.S.C.  8716;  40  U.S.C.  486(c);  48 
CFR  1.301. 

Subpart  2102.3— Definitions  of  FEGU 
Terms 

2102.370  Scope  of  subpart 

This  subpart  defines  words  and  terms 
commonly  used  in  this  regulation. 

2102.371  Definitions. 

In  this  chapter,  unless  otherwise 
indicated,  the  following  terms  have  the 
meaning  set  forth  in  this  subpart. 

Contract  means  a  policy  or  policies  of 
group  life  and  accidental  death  and 
dismemberment  insurance  to  provide 
the  benefits  specified  by  5  U.S.C. 
Chapter  87. 

Contractor  means  an  insurance 
company  contracted  to  provide  the 
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benefits  specified  by  5  U.S.C.  Chapter 
87, 

Director  means  the  Director  of  the 
Office  of  Personnel  Management. 

EmpJoyees '  Life  Insurance  Fund 
means  the  trust  fund  established  under  5 
U.S.C  8n4. 

FEGLI  Program  means  the  Federal 
Employees'  Group  Life  Insurance 
Program. 

Fixed  price  with  limited  cost 
redetermination  plus  fixed  fee  contract 
means  a  contract  which  provides  for: 

(1)  A  fixed  price  during  the  contract 
year  with  a  cost  element  that  is  adjusted 
at  the  end  the  contract  term  based  cm 
costs  incurred  under  the  contract;  and. 

(2)  A  profit  or  fee  that  is  fixed  at  die 
beginning  of  the  contract  term.  The 
amount  of  adjustment  for  costs  is 
limited  to  the  amount  in  the  Employees' 
Life  Insurance  Fund.  The  fee  will  be  in 
the  form  of  either  a  risk  charge  or  a 
service  charge. 

Insurance  company,  as  provided  in  5 
U.S.C.  8709,  means  a  company  licensed 
to  transact  life  and  accidental  death  and 
dismemberment  insurance  under  the 
laws  of  all  the  States  and  the  District  of 
Columbia.  It  must  have  in  effect,  on  the 
most  recent  December  31  for  which 
information  is  available  to  the  Office  of 
Personnel  Management,  an  amount  of 
employee  group  life  insurance  equal  to 
at  least  1  percent  of  the  total  amount  of 
employee  group  life  insurance  in  the 
United  States  in  all  life  insurance 
companies. 

OPM  means  the  Office  of  Personnel 
Management. 

Reinsurer  means  a  company  that 
reinsures  portions  of  the  total  amount  of 
insurance  under  the  contract  as 
specified  in  5  U.S.C.  8710  and  is  not  an 
agent  or  representative  of  the 
contractor. 

Subcontract  means  a  contract  entered 
into  by  any  subcontractor  that  furnishes 
supplies  or  services  for  performance  of  a 
prime  contract  under  the  FEGLI 
Program.  Except  for  the  purpose  of  FAR 
Subpart  22.8 — ^Equal  Employment 
Opportunity,  the  term  “subcontract” 
does  not  include  a  contract  with  a 
reinsurer  under  the  FEGU  Program. 

Subcontracts  means  any  supplier, 
distributor,  vendor,  or  firm  that 
furnishes  supplies  or  services  to  or  for  a 
prime  contractor  under  the  FEGU 
contract.  Except  for  the  purpose  of  FAR 
Subpart  22.8 — Equal  Employment 
Opportunity,  the  term  “subrontractor” 
does  not  include  reinsurers  under  the 
FEGU  Program. 


PART  2103— IMPROPER  BUSINESS 
PRACTICES  AND  PERSONAL 
CONFLICTS  OF  INTEREST 

Subpart  2103.70— Misleeding,  Daceptive,  or 
Unfair  AdvartWng 

Sec. 

2103.7001  Policy. 

2103.7002  CcBstract  clause. 

Authority:  5  U.S.C.  8716;  40  tJ.Si:.  466(c):  48 
CFR  1.301. 

Subpart  2103.70— Misleading, 
Deceptive,  or  Unfate-  Advertising 

2103.7001  Policy. 

(a)  OPM  prepares  and  makes 
available  to  ermolled  Federal  employees 
a  booklet  describing  the  provisions  of 
the  FEGU  Pro^am  which  includes 
information  atout  eligibility,  enrollment, 
and  general  procedures.  The  booklet 
also  operates  as  a  certification  of  the 
employee's  enrollment  in  the  FEGU 
Prc^gram.  Because  all  necessary 
information  is  made  available  by  OPM, 
advertising  directed  specifically  at 
Federal  employees  and  life  insurance 
agent  contacts  with  Federal  employees 
for  the  purpose  of  selling  FEGU 
coverage  are  prohibited. 

(b)  The  contractor  is  prohibited  from 
making  incomplete,  incorrect 
comparisons  or  using  disparaging  or 
minimizing  techniques  to  compare  its 
other  products  or  services  to  Ae 
benefits  of  the  FEGU  Program.  The 
contractor  will  use  its  best  efforts  to 
assure  that  its  life  insurance  agents  are 
aware  of  and  abide  by  this  prohibition. 

(c)  The  contractor's  failure  to  conform 
to  the  requirements  of  this  subpart  shall 
be  considered  by  OPM  in  the 
determination  of  the  service  charge 
prenegotiation  objective. 

2103.7002  Contract  clause. 

The  clause  at  2152.203-70  shall  be 
inserted  in  all  FEGU  Program  contracts 
and  in  all  subccmtracts  as  defined  at 
2102.371. 

PART  2104— ADMINISTRATIVE 
MATTERS 

Subpart  2104.7— Contractor  Record# 
Retention 

Sec. 

2104.703  Policy. 

2104.705  Specific  retention  periods. 

Authority:  5  U.S.C.  8716:  40  U.S.C.  486(c):  40 
CFR  1.301. 

Subpart  2104.7— Contractor  Records 
Retention 

2104.703  Policy. 

In  view  of  the  unique  payment 
schedules  of  FEGU  contracts  and  the 
compelling  need  for  records  retention 


periods  sufficient  to  protect  the 
Government's  interest,  contractors  shall 
be  required  to  maintain  records  for  ' 
periods  determined  in  accordance  with 
the  provisions  of  FAR  4.703(b)(1). 

2104.70S  Specific  retention  periods. 

Unless  the  contracting  officer 
determines  that  there  exists  a 
compelling  reason  to  include  only  the 
contract  clause  specified  by  FAR  52.215- 
2,  ‘‘Audit-Negotiation,’'  the  contracting 
officer  shall  insert  the  clause  at 
2152.204-70  in  all  FEGU  Program 
contracts. 

SUBCHAPTER  B— ACQUISITION  PLANNING 

PART  2105— PUBUCIZING  CONTRACT 
ACTIONS 

Authority:  5  U.SC.  8716;  40  U.S.C.  486(c);  48 
CFR  1.301. 

Subpart  2105.70— Applicability 

2105.7001  Applicability. 

FAR  part  5  has  no  practical 
application  to  the  FEGU  Program 
because  OPM  does  not  issue 
solicitations.  Eligible  contractors  (i.e., 
qualified  life  insurance  companies)  are 
identified  in  accordance  with  5  U.S.G 
8709. 

PART  2106— COMPETITION 
REQUIREMENTS 

Authority:  5  U.S.C.  8716;  40  U.S.C.  486(c);  48 
CFR  1.301. 

Subpart  2106.70— Applicability 

2106.7001  Applicability. 

FAR  part  6  has  no  practical 
application  to  the  FEGU  Program  in 
view  of  the  statutory  exception  provided 
by  5  U.S.C.  8709. 

PART  2109— CONTRACTOR 
QUALIFICATIONS 

Authority:  5  U.S.C.  8716;  40  U.S.C.  486(c):  48 
CFR  1.301. 

Subpart  2109.70 — Minimum  standards 
for  FEGLI  contractors 

2109.7001  Mrrimum  standards  for  FEGLI 
contractors. 

(a)  The  contractor  must  meet  the 
requirements  of  chapter  87  of  title  5, 
United  States  Code;  parts  870,  871,  872, 
873,  and  874  of  title  5,  Code  of  Federal 
Regulations;  chapter  1  of  title  46,  Code 
of  Federal  Regulations,  and  the 
standards  in  this  subpart  The 
contractor  shall  continue  to  meet  these 
and  the  following  statutory  and 
regulatory  requirements  while  under 
contract  wth  OPM.  Failure  to  meet 
these  requirements  and  standards  is 
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cause  for  OPM’s  termination  of  the 
contract  in  accordance  with  part  2149  of 
this  chapter. 

(b)  The  contractor  must  actually  be 
engaged  in  the  life  insurance  business 
and  must  be  licensed  to  transact  life  and 
accidental  death  and  dismemberment 
insurance  under  the  laws  of  all  the 
States  and  the  District  of  Columbia  at 
the  time  of  application. 

(c)  The  contractor  must  not  be  a 
Federal,  State,  local  or  territorial 
government  entity. 

(d)  The  contractor  must  not  be 
debarred,  suspended  or  ineligible  to 
participate  in  Government  contracting 
or  subcontracting  for  any  reason. 

(ehThe  contractor  must  keep 
statistical  and  financial  records 
regarding  the  FEGU  Program  separate 
from  that  of  all  its  other  lines  of 
business. 

(f)  The  contractor  must  enter  into  rate 
redeterminations  as  deemed  necessary 
by  OPM. 

(g)  The  contractor  must  furnish  such 
reasonable  reports  as  OPM  determines 
are  necessary  to  administer  the  FEGU 
Program. 

(h)  The  contractor  must  establish  and 
maintain  a  system  of  internal  control 
that  provides  reasonable  assurance  that: 

(1)  The  payment  of  claims  and  other 
expenses  is  in  compliance  with  legal, 
regulatory,  and  contractual  guidelines;  « 

(2)  Funds,  property,  and  other  FEGU 
assets  are  safeguarded  against  waste, 
loss,  unauthorized  use,  or 
misappropriation; 

(3)  Revenues  and  expenditures 
applicable  to  FEGU  operations  are 
properly  recorded  and  accoimted  for  to 
permit  the  preparation  of  reliable 
financial  reporting  and  to  maintain 
accountability  over  assets;  and, 

(4)  Data  are  accurately  and  fairly 
disclosed  in  all  reports  required  by 
OPM. 

(i)  The  contractor  must  permit 
representatives  of  OPM  and  of  the 
General  Accounting  Office  to  audit  and 
examine  records  and  accounts 
pertaining  to  the  FEGU  Program  at  such 
reasonable  times  and  places  as  may  be 
designated  by  OPM  or  the  General 
Accounting  Office. 

SUBCHAPTER  C— CONTRACTING 
METHODS  AND  CONTRACT  TYPES 

PART  2114— SEALED  BIDDING 

Authority:  5  U.S.C.  8716;  40  U.S.C.  486(c);  48 
CFR  1.301. 

Subpart  2114.70— Applicability 

2114.7001  AppNcabiiity. 

FAR  part  14  has  no  practical 
application  to  the  FEGU  Program  in 


view  of  the  statutory  exemption 
provided  by  5  U.S.C.  8709,  8714a,  8714b, 
and  8714c. 

PART  21 15— CONTRACTING  BY 
NEGOTIATION 

Subpart  21 15.1— Ganaral  Requiremants  for 
Negotiation 

Sec. 

2115.170  Negotiation  authority. 

Subpart  2115.4 — Solicitation  and  Receipt  of 
Proposals  and  Quotations 

2115.401  Appiicability. 

Subpart  2115.5— Source  Selection 
2115.602  AppUcabUlty. 

Subpart  2115.8— Price  Negotiation 
2115.802  Poiicy. 

21 15.802- 70  Contractor  investment  of 
FEGU  funds. 

211 5.802- 71  Investment  income  clause. 
Subpart  2115.9— Profit 

2115.902  PoHcy. 

211 5.905  Profit  analysis  factors. 

Authority:  5  U.S.C.  8716;  40  U.S.C.  486(c);  48 
CFR  1.301. 

Subpart  2115.1 — General 
Requirements  for  Negotiation 

2115.170  Negotiation  authority. 

The  authority  to  negotiate  FEGU 
contracts  is  conferred  by  5  U.S.C.  8709. 

Subpart  2115.4— Solicitations  and 
Receipt  of  Proposals  and  Quotations 

2115.401  AppiicabUity. 

(a)  FAR  subpart  15.4  has  no  practical 
application  to  the  FEGU  Program 
because  OPM  does  not  issue 
solicitations. 

(b)  OPM  will  annoimce  any 
opportunities  to  submit  applications  to 
provide  life  insurance  through  the  FEGU 
Program  in  insurance  industry 
periodicals  and  other  publications  as 
deemed  appropriate  by  OPM.  The 
announcement  will  contain  information 
on  the  address  to  which  requests  for 
application  packages  should  be 
submitted  and  on  deadline  dates  for 
submission  of  completed  applications. 

(c)  Eligible  contractors  (i.e.,  qualified 
life  insurance  companies]  are  identified 
in  accordance  with  5  U.S.C.  8709. 
Offerors  voluntarily  come  forth  in 
accordance  with  procedures  provided  in 
2115.602. 

(d)  OPM  may  approve  one  or  more  life 
insurance  companies  that,  in  its 
judgement  are  best  qualified  to  provide 
life  insurance  coverage  to  Federal 
enrollees. 


Subpart  2115.6— Source  Selection 

2115.602  Applicability. 

(a)  FAR  subpart  15.6  has  no  practical 
application  to  the  FEGU  Program 
because  prospective  contractors 
(insurance  companies)  are  considered 
for  inclusion  in  the  FEGU  Program  in 
accordemce  with  criteria  provided  in  5 
U.S.C.  chapter  87,  UFAR  2109.7001,  and 
the  following: 

(b)  Applications  must  be  signed  by  an 
individual  with  legal  authority  to  enter 
into  a  contract  on  behalf  of  the  company 
of  the  dollar  level  of  claims  and 
expenses  anticipated. 

(c)  Applications  will  be  reviewed  for 
evidence  of  substantial  compliance  in 
the  following  areas: 

(1)  Management  Stable  management 
with  experience  pertinent  to  the  life 
insurance  industry  and,  in  particular, 
large  group  management;  sufficient 
operating  experience  to  enable  OPM  to 
evaluate  past  and  expected  future 
performance. 

(2)  Marketing:  Past  ability  to  attract 
and  retain  large  group  contracts;  steady 
or  increasing  amount  of  group  life 
insurance  in  force. 

(3)  Legal  expertise:  Demonstrated 
competence  in  researching,  compiling, 
and  implementing  various  Federal  and 
State  laws  that  may  impact  payment  of 
benefits;  ability  to  defend  legal 
challenges  to  payment  of  benefits. 

(4)  Financial  condition:  Establishment 
of  firm  budget  projections  and 
demonstrated  success  in  keeping  costs 
at  or  below  those  projections  on  a 
regular  basis;  evidence  of  the  ability  to 
sustain  operations  in  the  future  and  to 
meet  obligations  under  the  contract 
OPM  might  enter  into  with  the  company; 
adequate  reserve  levels;  assets 
exceeding  liabilities. 

(5)  Establishment  of  Office:  Ability  to 
establish  an  administrative  office 
capable  of  assessing,  tracking,  and 
paying  claims. 

(6)  Internal  Controls:  Ability  to 
establish  and  maintain  a  system  of 
internal  control  that  provides 
reasonable  assurance  that  the  payment 
of  claims  and  other  expenses  will  be  in 
compliance  with  legal  regulatory,  and 
contractual  guidelines;  funds,  property, 
and  other  FEGU  assets  will  be 
safeguarded  tigainst  waste,  loss, 
imauthorized  use,  or  misappropriation; 
and  revenues  and  expenditures 
applicable  to  FEGU  operations  will  be 
properly  recorded  and  accounted  for  to 
permit  the  preparation  of  timely  and 
accurate  financial  reporting  and  to 
maintain  accountability  over  assets. 
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Subpart  2115.8 — Price  Negotiation 
2115.802  Policy. 

Pricing  of  FEGU  Program  premium 
rates  is  governed  by  5  U.S.C.  8707,  8708, 
8711,  8714a.  8714b.  and  8714c.  FAR 
subpart  15.8  shall  be  implemented  by 
applying  cost  analysis  policies  and 
procedures.  To  the  extent  that  actuarial 
estimates  are  used  for  pricing,  such 
estimates  will  be  deemed  acceptable 
and  if  inaccurate,  do  not  constitute 
defective  pricing. 

2115.802- 70  Contractor  Investmont  of 
FEGU  funds. 

(a)  The  contractor  is  required  to  invest 
and  reinvest  all  FEGU  funds  on  hand 
including  any  attributable  to  the  special 
Contingency  Reserve  until  needed  to 
discharge  promptly  the  obligations 
incurred  under  the  contract.  Within  the 
constraints  of  safety  and  liquidity  of 
investments,  the  contractor  shall  seek  to 
maximize  investment  income. 

(b)  The  contractor  is  required  to  credit 
income  earned  from  its  investment  of 
FEGU  funds  to  the  FEGU  Program. 

Thus,  the  contractor  must  be  able  to 
allocate  investment  income  to  the  FEGU 
Program  in  an  appropriate  manner.  If  the 
contractor  fails  to  invest  funds  on  hand, 
properly  allocate  investment  income,  or 
credit  any  income  due  the  contract,  for 
whatever  reason,  it  shall  return  or  credit 
any  investment  income  lost  to  0PM  or 
the  FEGU  Program,  retroactive  to  the 
date  that  such  funds  should  have  been 
originally  invested  in  accordance  with 
2152.215-70. 

(c)  Investment  income  is  the  net 
amount  earned  by  the  contractor  after 
deducting  reasonable,  necessary,  and 
properly  allocated  investment  expenses. 

2115.802- 71  Investment  Income  clause. 

The  contracting  officer  shall  insert  the 
clause  at  2152.215-70  in  all  FEGU 
Program  contracts. 

Subpart  2115.9 — Profit 

2115.902  Policy. 

(a)  Risk  charge.  (1)  Section  8711(d)  of 
title  5.  United  States  Code,  provides  for 
payment  of  a  risk  charge  to  FEGU 
contractors  as  compensation  for  the  risk 
assumed  under  the  FEGU  Program.  It  is 
appropriate  to  pay  such  a  charge  when 
si^stantial  risk  is  borne  by  the 
contractor,  that  is.  when  the  balance  in 
the  Employees’  Ufe  Insurance  Fund  is 
no  larger  ffian  frve  times  annual  claims. 

(2)  'The  risk  charge  is  determined  by 
agreement  between  the  contractor  £uid 
OPM.  The  amount  of  risk  charge  shall  be 
specified  in  the  contract. 

(b)  Waiver  of  the  risk  charge.  (1) 
When  the  Fund  balance  is  greater  than 
five  times  annual  claims,  OPM  and  the 


contractor  may  agree  that  the  contractor 
will  relinquish  the  risk  charge  in  favor  of 
a  profit  opportunity  in  the  form  of  a 
service  charge  for  the  contractor.  The 
service  charge  so  determined  shall  be 
the  total  service  charge  that  may  be 
negotiated  for  the  contract  and  shall 
encompass  any  service  charge  (whether 
entitled  service  charge,  profit,  fee, 
contribution  to  surpluses,  etc.)  that  may 
have  been  negotiated  by  the  prime 
contractor  with  any  subcontractor.  At 
no  time  may  both  a  risk  charge  and  a 
service  charge  be  paid  for  the  same 
portion  of  a  policy  year. 

(2)  Once  agreement  to  relinquish  the 
risk  charge  is  made,  the  agreement  may 
not  be  cancelled  unless  OPM  and  the 
contractor  mutually  agree  to  reinstitute 
payment  of  a  risk  charge;  or  imless  the 
Fund  balance  falls  below  the  level 
defined  in  2115.902(a)  and  30  days  notice 
of  cancellation  is  provided;  or  imless  the 
contractor  or  OPM  provide  notice  of 
cancellation  for  any  reason  1  year  prior 
to  the  date  cancellation  is  sought. 

(c)  Any  profit  prenegotiation  objective 
(service  charge)  will  be  determined  on 
the  basis  of  a  weighted  guidelines 
structured  approach. 

21 15.905  Profit  analysis  factors. 

(a)  The  OPM  contracting  officer  will 
apply  a  weighted  guidelines  method 
when  developing  ffie  prenegotiation 
objective  (service  charge)  for  the  FEGU 
contract.  In  accordance  with  the  factors 
defined  in  FAR  15.905-1,  OPM  will  apply 
the  appropriate  weights  derived  from 
the  ranges  specified  in  paragraph  (b)  of 
this  section  and  will  determine  the 
prenegotiation  objective  based  on  the 
contractor’s  Basic  and  Family  Optional 
insurance  claims  paid  in  the  previous 
contract  year. 

(1)  Contractor  performance.  OPM  will 
consider  such  elements  as  the  accurate 
and  timely  processing  of  benefit  claims, 
the  volume  and  validity  of  complaints 
received  by  OPM,  effectiveness  of 
internal  controls  systems  in  place,  the 
timeliness  and  adequacy  of  reports  on 
operations,  and  responsiveness  to  OPM 
offices,  enrollees,  beneficiaries,  and 
Congress  as  measures  of  economical 
and  efficient  contract  performance.  This 
factor  will  be  judged  apart  from  the 
contractor’s  basic  responsibility  for 
contract  compliance  and  will  be  a 
measure  of  the  extent  and  nature  of  the 
contractor’s  contribution  to  the  FEGU 
Program  through  the  application  of 
managerial  expertise  and  effort. 
Evidence  of  effective  contract 
performance  will  receive  a  plus  weight, 
and  poor  performance  or  failure  to 
comply  with  contract  terms  and 
conditions  a  zero  weight.  Innovations  of 
benefit  to  the  FEGU  Program  will 


generally  receive  a  plus  weight; 
documented  inattention  or  indifference 
to  effective  operations,  a  zero  weight. 

(2)  Contract  cost  risk.  OPM  will 
evaluate  the  contractor’s  risk  annually 
in  relation  to  the  amount  in  the 
Employees’  Ufe  Insurance  Fund  and  will 
evaluate  this  factor  accordingly. 

(3)  Federal  socioeconomic  programs. 
OPM  will  consider  documented 
evidence  of  successful,  contractor- 
initiated  efforts  to'  support  such  Federal 
socioeconomic  programs  as  drug  and 
substance  abuse  deterrents,  and  other 
concerns  of  the  type  enumerated  in  FAR 
15.905-l(c)  as  a  factor  in  negotiating 
profit.  This  factor  will  be  related  to  the 
quality  of  the  contractor’s  policies  and 
procedures  and  the  extent  of  unusual 
effort  or  achievement  demonstrated. 
Evidence  of  effective  support  of  Federal 
socioeconomic  programs  will  result  in  a 
plus  weight;  indifference  to  Federal 
socioeconomic  programs  will  result  in  a 
zero  weight;  and  only  deliberate  failure 
to  provide  opportunities  to  persons  and 
organizations  that  would  benefit  from 
these  programs  will  result  in  a  negative 
weight. 

(4)  Capital  investments.  This  factor  is 
generally  not  applicable  to  FEGU 
Program  contracts  because  facilities 
capital  cost  of  money  may  be  an 
allowable  administrative  expense. 
Generally,  this  factor  shall  be  given  a 
weight  of  zero.  However,  special 
purpose  facilities  or  investment  costs  of 
direct  benefit  to  the  FEGU  Program  that 
are  not  recoverable  as  allowable  or 
allocable  administrative  expenses  may 
be  taken  into  account  in  assigning  a  plus 
weight. 

(5)  Cost  Control.  This  factor  is  based 
on  the  contractor’s  previously 
demonstrated  ability  to  perform 
effectively  and  economically.  In 
addition,  consideration  will  be  given  to 
measures  taken  by  the  contractor  that 
result  in  productivity  improvements  and 
other  cost  containment 
accomplishments  that  will  be  of  future 
benefit  to  the  FEGU  Program.  Examples 
are  containment  of  costs  associated 
with  processing  claims;  success  at 
preventing  waste,  loss,  unauthorized 
use,  or  misappropriation  of  FEGU 
assets;  and  success  at  limiting  and 
recovering  erroneous  benefit  payments. 

(6)  Independent  Development. 
Consideration  will  be  given  to 
independent  contractor-initiated  efforts, 
such  as  the  development  of  a  unique  and 
enhanced  customer  support  system,  that 
are  of  demonstrated  value  to  the  FEGU 
Program  and  for  which  developmental 
costs  have  not  been  recovered  directly 
or  indirectly  through  allowable  or 
allocable  administrative  expenses.  This 
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factor  will  be  used  to  provide  additional 
profit  opportunities  based  upon  an 
assessment  of  the  contractor’s 
investment  and  risk  in  developing 
techniques,  methods,  practices,  etc., 
having  viability  to  the  Program  at  large. 
Improvements  and  innovations 
recognized  and  rewarded  under  any 
other  proHt  factor  cannot  be  considered. 

(b)  The  weight  ranges  for  each  factor 
tc  be  used  in  the  wei^ted  guidelines 
approach  are  set  forth  below; 


Proiit  factor 

Weight  ranges 

1 .  Contractor  performance .. 

0  to  .0005. 

2.  Contract  cost  risk . 

.000001  to  -(-.00001. 

3.  Federal  socioeconomic 

-.00003  to  -(-.00003. 

programs. 

4.  Capital  investmerrts . 

Oto  -(-.00001. 

5.  Cost  control . 

-.0002  to  -(-.0002. 

6.  Independerrt  develop- 

0  to  -(-.00003. 

ment. 

PART  2116— TYPES  OF  CONTRACTS 
Subpart  21 16.1— Selecting  Contract  Types 

Sec. 

2116.105  Solicitation  provisions. 

Subpart  2116.2 — Fixed-Price  Contracts 

2 1 16.270  FEGLI  Program  contracts. 

21 16.270- 1  Contract  clause. 

21 16.271  Fixed-Price  with  limited  cost 
redetermination  phis  fixed  fee  contract. 

2116.271- 1  Contract  clauses. 

Autboritr.  5  U.S.C.  8709;  40  U.S.C.  488(c):  48 
CFR  1.301. 

SUBPART  2116.1— SELECTING 
CONTRACT  TYPES 

2116.105  Solicitation  provisions. 

FAR  16.105  has  no  practical 
application  because  the  statutory 
provisions  of  5  U.S.C.  chapter  87  obviate 
the  issuance  of  solicitations. 

Subpart  21 16J2— Fixed-Price  Contracts 

2116.270  FEGLI  Program  contracts. 

FEGLI  Program  contracts  will  be  fixed 
price  with  limited  cost  redetermination 
plus  fixed  fee.  The  premium  to  the 
contractor  will  be  based  on  an  estimate 
of  benefits  and  administrative  costs, 
plus  the  fixed  service  or  risk  charge,  and 
will  be  redetermined  aimually.  Claims 
costs,  including  benefits  and 
administrative  expenses,  in  excess  of 
premiums  will  be  paid  up  to  the  amount 
in  the  Employees’  Life  Insurance  Fund. 
Payment  for  costs  exceeding  the  amount 
in  the  Fund  are  the  responsibility  of  the 
contractor  and  reinsurers.  'The  fee  is 
fixed  at  the  inception  of  each  contract 
year.  The  fee  does  not  vary  with  the 
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actual  costs,  but  may  be  adjusted  as  a 
result  of  changes  in  the  work  to  be 
performed  under  the  contract.  The  fee 
will  be  in  the  form  of  either  a  risk  charge 
or  a  service  charge. 

(a)  Risk  charge.  The  risk  charge  will 
be  determined  as  prescribed  in  5  U.S.C. 
8711(d]  and  paragraph  2115.902(a)(2)  of 
this  subchapter.  It  will  consist  of  a 
negotiated  amount  which  will  reflect  the 
risk  assumed  by  the  contractor  and  the 
reinsurers  and  may  be  adjusted  as  a 
result  of  increased  or  decreased  risk 
under  the  contract.  When  the  applicable 
fee  is  a  risk  charge,  no  service  charge 
shall  be  payable  for  the  same  period  of 
time. 

(b)  Service  charge.  'The  amount  of  the 
service  charge  will  be  determined  using 
a  weighted  guidelines  structured 
approach  in  accordance  with  2115.905 
and  negotiated  with  the  contractor  at 
the  beginning  of  the  contract  term. 

When  the  applicable  fee  is  a  service 
charge,  no  risk  charge  will  be  paid  for 
the  same  portion  of  a  policy  year  in 
which  a  service  charge  is  paid. 

2 1 1 8.270- 1  Contract  clause. 

The  clause  ai2152.216-70  shall  be 
inserted  in  all  FEGLI  Program  contracts. 

21 16.271  Fixed  price  with  limited  cost 
redeterminatlon  ^us  fixed  fee  contract 

21 16.271- 1  Contract  clauses. 

(a)  The  clause  at  2152.216-71  shall  be 
inserted  in  all  FEGLI  Program  contracts 
when  a  risk  charge  is  negotiated. 

(b)  The  clause  at  2152.216-72  shall  be 
inserted  in  all  FEGLI  Program  contracts 
when  a  service  charge  is  negotiated. 

SUBCHAPTER  D— SOCIOECONOMIC 
PROGRAMS 

PART  2122— APPUCATiON  OF  LABOR 
LAWS  TO  GOVERNMENT 
ACQUISITIONS 

Authority:  5  U.S.C.  8709;  40  U.S.C.  486(c):  40 
CFR  1.301. 

Subpart  2122.1 — Basic  Labor  Policies 
2122.170  Contract  clause. 

The  clause  at  2152.222-70  shall  be 
inserted  in  all  FEGLI  Program  contracts. 

PART  2124— PROTECTION  OF 
PRIVACY  AND  FREEDOM  OF 
INFORMATION 

Subparl  2124.70— Protection  of  Indhrlduai 
Privacy 

Sec. 

2124.7001  Policy. 

2124.7002  Contract  clause. 

Authority:  5  U.S.C.  8709;  40  U.S.C.  48e(c};  40 
CFR  1.301. 
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Subpart  2124.70— Protection  of 
Individual  Privacy 

2124.7001  Policy. 

Records  retained  by  FEGLI 
contractors  on  Federal  insureds  and 
members  of  their  families  serve  the 
contractors’  own  commercial  function  of 
paying  FEGLI  claims  and  are  not 
maintained  to  accomplish  an  agency 
function  of  OPM.  Consequently,  the 
records  do  not  fall  within  the  provisions 
of  the  Privacy  Act  Nevertheless,  OPM 
recognizes  the  need  for  the  contractors 
to  keep  certain  records  confidential.  The 
clause  at  2152.224-70  addresses  this 
concern. 

2124.7002  Contract  clause. 

The  clause  at  2152.224-70  shall  be 
inserted  in  all  FEGLI  Program  contracts. 

PART  2129— TAXES 

Audiority:  5  U.S.C.  8709;  40  U.S.C.  486(c);  40 
CFR  1.301. 

Subpart  2129.3— State  and  Local 
Taxes 

2129.370  Application  of  State  and  local 
taxes  to  FEGLI  contractors. 

(a)  5  U.S.C  8714(c)(1)  prohibits  the 
imposition  of  taxes,  fees,  or  other 
monetary  payment  directly  or 
indirectly,  on  FEGLI  premiums  by  any 
State,  the  District  of  Columbia,  the 
Commonwealth  of  Puerto  Rico,  or  any 
political  subdivision  or  governmental 
duthority  of  those  entities. 

(b)  Paragraph  (a)  of  this  section  shall 
not  ^  construed  to  exempt  the 
contractor  from  the  imposition,  payment 
or  collection  of  a  tax,  fee,  or  other 
monetary  payment  on  the  net  income  or 
profit  accruing  to  or  realized  by  it  from 
business  conducted  under  the  FEGLI 
Program  if  the  tax,  fee,  or  payment  is 
applicable  to  a  b.road  range  of  business 
activity. 

SUBCHAPTER  E— GENERAL 
CONTRACTING  REQUIREMENTS 

PART  2131— CONTRACT  COST 
PRINCIPLES  AND  PROCEDURES 

Subpart  2131.2— Contracts  With 
Commarcial  Organizationa 

Sec. 

2131.200  Scope  of  subpart. 

2131.201-70  FEGLI  Pr^am  credits. 
2131.203-70  FEGLI  General  and 
Administrative  (G&A)  expenses. 

2131.205  Selected  costs. 

2131.205- 41  Taxes. 

2131.205- 70  FEGLI  public  relations  and 
advertising  costs. 

2131.205- 71  FEGLI  bad  debts. 

2131.205- 72  FEGLI  compensation  for 
personal  services. 
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Sec. 

2131.205- 73  Selling  costs. 

2131.205- 74  Trade,  business,  technical  and 
professional  activity  costs. 

2131.205- 75  FEGU  and  nonrecurring  costs. 

2131.205- 76  Major  subcontractor  service 
charge. 

2131.205- 77  Reinsurer  administrative 
expense  costs. 

Audioiity:  5  U.S.C.  8709;  40  U.S.C.  486(c);  40 
CFR  1.301. 

Subpart  2131.2— Contracts  With 
Commercial  Organizations 

2131.200  Scope  of  subpart 

The  cost  principles  under  this  subpart 
apply  to  all  FEGU  Program  contracts. 

2131.201-70  FEGU  Program  credits. 

The  provisions  of  FAR  31.201-5  shell 
apply  to  income,  rebates  and  other 
credits  resulting  from  benefit  payments 
that  include,  but  are  not  limited  to¬ 
la)  Uncashed  and  returned  checks. 

(b)  Refunds  attributable  to  litigation 
with  regard  to  payments  of  FEGU 
Program  life  insurance  monies. 

(c)  Erroneous  benefit  payment, 
refunds,  overpayment  and  duplicate 
payment  recoveries. 

(d)  Escheatments. 

2131.203-70  FEGU  General  and 
Administrative  (GAA)  expenses. 

The  provisions  of  FAR  31.203  apply  to 
the  allocation  of  indirect  costs  by  means 
of  a  “dividend  or  retention  formula.” 

2131.205  Selected  costs. 

2131.205- 41  Taxes. 

(a)  Any  tax  incurred  by  the  contractor 
in  connection  with  the  operation  of  this 
contract  shall  be  deemed  an  after- 
imposed  tax  and  not  an  excepted  tax 
within  the  meaning  of  FAR  52.229-4. 
However,  the  contractor  shall  be  liable 
for  any  income  tax  assessed  on  the 
contractor’s  profit  derived  from 
administering  this  contract. 

(b)  The  provision  at  FAR  31.205-41  is 
modified  to  include  as  unallowable 
costs  taxes  on  FEGU  premiiims  by  any 
State,  the  District  of  Columbia,  the 
Commonwealth  of  Puerto  Rico,  or  any 
political  subdivision  or  governmental 
authority  of  those  entities  (see 
2129.370(a)). 

(c)  Federal  tax  paid  on  policy 
acquisition  expenses  (Deferred 
Acquisition  Cost  "DAG”  tax)  shall  be  an 
allowable  cost  The  DAC  tax  includes 
the  tax  on  additional  premium  remitted 
to  the  contractor  to  meet  its  DAC  tax 
obligations. 

2131.205- 70  FEGU  public  relations  and 
adverdalng  costs. 

The  provisions  of  FAR  31.205-1  shall 
be  modified  to  include  the  following: 


(a)  Costs  of  media  messages  are 
allowable  if  approved  by  the  contracting 
officer  and  all  of  the  following  criteria 
are  met: 

(1)  The  primary  objective  of  the 
message  is  to  disseminate  information 
on  general  health  and  fitness  or 
encouraging  healthful  lifestyles; 

(2)  The  costs  of  the  contractor’s 
messages  are  allocated  to  all 
underwritten  and  non-imderwritten 
lines  of  business;  and 

(3)  The  contracting  officer  approves 
the  total  dollar  amount  of  the 
contractor’s  messages  to  be  charged  to 
the  FEGU  Program  in  advance  of  the 
policy  year. 

(b)  Costs  of  media  messages  that 
inform  enrollees  about  the  FEGU 
Program  are  allowable  if  approved  by 
the  contracting  officer. 

(c)  In  those  instances  where 
contracting  officer  approval  of  the  total 
dollar  amount  is  not  solicited  in 
advance,  it  is  incumbent  upon  the 
contractor  to  show  the  contracting 
officer,  for  subsequent  approval,  ffiat  the 
costs  are  reasonable  and  do  not  unduly 
burden  the  administrative  cost  to  the 
contract. 

(d)  Costs  of  messages  that  are 
intended  to,  or  which  have  the  primary 
effect  of,  calling  favorable  attention  to 
the  contractor  or  subcontractor  for  the 
purpose  of  enhancing  its  overall  image 
or  selling  its  product  or  services  are  not 
allowable. 

2131.205- 71  FEGU  bad  debts. 

Erroneous  benefit  payments.  If  the 
contractor  or  0PM  determines  that  a 
FEGU  benefit  has  been  paid  in  error  for 
any  reason,  the  contractor  shall  make  a 
diligent  effort  to  recover  such  erroneous 
payment  from  the  recipient.  If  the 
contractor  is  unable  to  recover  the 
erroneous  payment  frt>m  the  recipient, 
the  contracting  officer  shall  allow  the 
amount  of  the  payment  to  be  charged  to 
the  contract  provided  the  contractor  has 
demonstrated  that  payment  was  made 
in  accordance  with  an  approved  debt 
collection  system  as  referenced  in 
2146.271(b)  and  that  either  a  diligent 
effort  to  recover,  or  a  determination  that 
it  would  not  be  cost  effective  to  recover, 
the  erroneous  overpayment  has  been 
made.  The  contractor’s  compliance  with 
a  system  maintained  imder  2146JZ71(b) 
will  be  deemed  to  be  a  diligent  effort  to 
recover  an  overpayment. 

2131.205- 72  FEGU  compansation  for 
paraonal  services. 

FAR  31.205-6  is  supplemented  as 
follows: 

Overtime  on  a  FEGU  contract  would 
normally  meet  the  condition  specified  in 
FAR  22.103.  Premiums  for  overtime. 


extra-pay  shifts,  and  multi-shifts 
meeting  the  specified  conditions  shall  be 
allowed  without  prior  approval. 

2131.205- 73  Selling  costs. 

Selling  costs  are  allowable  costs  to 
FEGU  contracts  only  to  the  extent  that 
they  are  attributable  to  conducting 
contract  negotiations  with  the 
Government  and  for  liaison  activities 
involving  ongoing  contract 
administration,  including  the  conduct  of 
informational  and  enrollment  activities 
as  directed  by  the  contracting  officer. 

2131.205- 74  Trade,  business,  technical 
and  professional  aedvity  costs. 

(a)  FEGU  contractors  shall  seek  the 
advance  written  approval  of  the 
contracting  officer  for  allowability  of  all 
or  part  of  the  costs  associated  with 
trade,  business,  technical,  and 
professional  activities  (FAR  31.205-43) 
when  the  allocable  costs  of  such 
participation  to  the  FEGU  Program  will 
exceed  $2,500  annually  and  the 
contractor  allocates  more  than  50%  of 
the  membership  cost  of  a  trade, 
business,  technical,  or  professional 
organization  to  the  FEGU  Program. 

(b)  When  approval  of  costs  for 
membership  in  an  organization  is 
required,  the  contractor  must 
demonstrate  conclusively  that 
membership  in  such  an  organization  and 
participation  in  its  activities  extend 
beyond  the  contractual  relationship  with 
OPM,  have  a  reasonable  relationship  to 
providing  services  to  FEGU  Program 
insureds,  and  that  the  organization  is 
not  engaged  in  activities  such  as  those 
cited  in  FAR  31.205-22  (lobbying  costs) 
for  which  costs  are  not  allowable. 

2131.205- 75  FEGU  nonrecurring  costs. 

Nonrecurring  costs  that  exceed 
$25,000,  such  as  forms  printing  costs  and 
any  open  season  costs  that  may  arise 
shall  be  allowed  only  to  the  extent 
provided  for  by  advance  agreement  in 
accordance  with  FAR  31.109. 

2131.205- 76  Major  subcontractor  service 
charge. 

When  costs  are  determined  on  the 
basis  of  actual  costs  incurred,  any 
amount  that  exceeds  the  allowable  cost 
of  a  major  subcontract  (whether  entitled 
service  charge,  incentive  fee,  profit,  fee, 
siirplus,  or  any  other  title)  is  not 
allowable  under  the  contract.  Amounts 
which  exceed  allowable  costs  may  be 
paid  to  a  major  subcontractor  only  from 
the  risk  charge  or  service  charge 
negotiated  between  OPM  and  the 
contractor. 
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2131^5-77  Reinsurer  administrative 
expense  costs. 

A  charge  of  $500  per  policy  year  per 
reinsurer  of  the  FEGU  Program  as  set 
forth  in  the  contract  is  an  allowable  cost 
when  documented  through  an  internal 
accoimting  entry  of  the  contractor  and 
actually  paid,  lliis  amount  is  deemed  to 
be  sufficient  to  reimburse  reinsurers  for 
the  minor  administrative  expenses 
incurred  in  reinsuruig  the  FEGU 
Program. 

PART  2132-CONTRACT  FINANCING 
Subpart  2132.1— Qanaral 

Sec. 

2132.170  Recurring  premium  payments  to 
contractors. 

2132.171  Ck>ntract  clause. 

Subpart  2132.6— Contract  Debts 
2132.607  Tax  credit 
2132.617  Contract  clause. 

Subpart  2132.7— Contract  Funding 

2132.770  Insurance  premium  payments 
and  special  Contingency  Reserve. 

2132.771  Non-commingHng  of  FEQLI 
Program  funds. 

2132.772  Contract  clause. 

Subpart  2132.8— Aasignment  of  Claims. 

2132.870  Contract  clause. 

Authority:  5  U.S.a  8709;  40  U.S.C.  486(c);  40 
CFR  1.301. 

Subpart  2132.1— General 

2132.170  Recurring  premium  payments  to 
contractors. 

OPM  and  the  contractor  will  concur 
on  an  estimate  of  benefits  and 
administrative  costs  plus  the  fixed 
service  or  risk  charge  for  the 
forthcoming  contract  year,  as  specified 
in  the  contract.  The  annual  premium  to 
the  contractor  will  be  determined  based 
on  this  estimate.  The  premium  will  be 
redetermined  annually  and  will  be 
provided  to  the  contractor  in  12  equal 
monthly  installments  due  on  the  ^t 
day  of  each  month.  Following  the  close 
of  the  contract  year,  a  reconciliation  of 
premiums,  benefits,  and  other  costs  will 
be  performed  and  additional  payment 
by  OPM  or  reimbursement  by  the 
contractor  will  be  made  as  necessary. 

2132.171  Contract  clause. 

The  clause  at  2152.232-70  shall  be 
inserted  in  all  FEGU  Program  contracts. 

Subpart  2132.6— Contract  Debts 

2132.607  Tax  credit 
FAR  32.607  has  no  practical 
application  to  FEGU  contracts.  The 
statutory  provisions  at  5  U.S.G  8707  and 


8708  authorize  joint  enroUee  and 
Government  contributions  to  the 
Employees’  Ufe  Insurance  Fund. 

Because  the  Fund  is  comprised  of 
contributions  by  enrollees  as  well  as  the 
Government  contractors  may  not  offset 
debts  to  the  Fund  by  a  tax  credit  that  is 
solely  a  Government  obligation. 

2132.617  Contract  datMe. 

The  clause  at  FAR  52.232-17  will  be 
modified  in  FEGU  Program  contracts  to 
exclude  the  words  “net  of  any 
applicable  tax  credit  under  the  Internal 
Revenue  Code  (26  U.S.C.  1481).“ 

Subpart  2132.7— Contract  Funding 

2132.770  Inauranca  premium  payments 
and  special  Contingency  Reserve. 

Insurance  premium  payments  and  a 
special  Cont^ency  Reserve  are  made 
available  to  FEGU  Program  contractors 
in  accordance  with  5  U.S.C.  8712  and 
8714. 

2132.771  Nonoommingling  of  FEGU 
Program  funds. 

(a)  FEGU  Program  funds  shall  be 
maintained  in  such  a  manner  as  to  be 
separately  identifiable  from  other  assets 
of  the  contractor.  Cash  and  investment 
balances  reported  on  the  FEGU  Program 
Annual  Accounting  Statement  must  be 
supported  by  the  contractor’s  books  and 
records. 

(b)  This  requirement  may  be  modified 
by  the  contracting  officer  in  accordance 
with  the  clause  at  2152.232-71  when 
adequate  accounting  and  other  controls 
are  in  effect  If  the  requirement  is 
modified,  such  modification  will  remain 
in  effect  until  rescinded  by  OPM. 

2132.772  Contract  dauss. 

The  clause  at  2152.232-71  shall  be 
inserted  in  aU  FEGU  Program  contracts. 

Subpart  2132.8— Assignment  of  Claims 

2132.870  Contract  dausa. 

The  clause  set  forth  in  2152.232-72 
shall  be  inserted  in  all  FEGU  Program 
contracts. 

PART  2133— PROTESTS,  DISPUTES, 
AND  APPEALS 

Audiority:  5  U.S.C.  8709;  40  U.S.C.  486(c);  48 
CFR  1.301. 

Subpart  2133.70— Contract  Appeals 
Board 

2133.7001  Designation  of  the  Board  of 
Contract  Appeals. 

The  Armed  Services  Board  of 
Contract  Appeals  [ASBCA]  serves  as 
the  Board  of  Contract  Appeals  for  the 
FEGU  Program.  The  rules  of  procedure 


followed  in  a  dispute  shall  be  those 
prescribed  by  the  ASBCA. 

PART  2137— SERVICE  CONTRACTING 

Subpart  2137.1— Service  Contracts— 
General 

2137.102-70  Policy. 

2137.110-70  Contract  clause. 

Authority:  5  U.S.a  8709;  40  U.S.C.  486(c):  48 
CFR  1.301. 

Subpart  2137.1— Service  Contracts— 
General 

2137.102-70  Policy. 

(a)  The  services  under  this  contract 
are  of  vital  interest  to  the  Government 
and  must  be  continued  without 
interruption  in  the  event  the  contract  is 
terminated. 

(b)  To  assure  an  orderly  and  efficient 
transition  to  a  successor  insurance 
company  upon  termination  of  the 
contract,  the  clause  at  FAR  52.237-3, 
Continuity  of  Services,  will  be  modified 
in  FEGU  contracts  to  extend  the  time 
period  for  contractor  phase>in,  phase-out 
services  up  to  10  months  after 
termination  of  the  contract 

(c)  The  contractor  shall  be  reimbursed 
for  all  reasonable  phase-in,  phase-out 
costs  (Le.,  costs  incurred  within  the 
agreed  upon  period  after  contract 
termination  that  result  from  phase-in, 
phase-out  operations).  The  contractor 
also  shall  receive  a  fee  (profit)  for  the 
full  period  after  contract  termination 
during  which  services  are  continued,  not 
to  exceed  a  pro  rata  portion  of  the  fee 
(profit)  for  the  final  contract  year.  The 
amount  of  profit  shall  be  bas^  upon  the 
accurate  and  timely  processing  of 
benefit  claims,  the  volume  and  validity 
of  complaints  received  by  OPM,  the 
timeliness  and  adequacy  of  reports  on 
operations,  and  responsiveness  to  OPM 
offices,  enrollees,  beneficiaries,  and 
Congress. 

(d)  Paragraph  (d)  of  FAR  clause 
52.237-3  shall  be  modified  to  read  as 
follows:  “(d)  The  Contractor  shall  be 
1‘eimbursed  for  all  reasonable  phase-in, 
phase-out  costs  (Le..  costs  incurred 
within  the  agreed  period  after  contract 
termination  that  result  frx)m  phase-in, 
phase-out  operations)  and  a  fee  (profit) 
not  to  exceed  a  pro  rata  portion  of  the 
fee  (profit)  under  this  contract  *1110 
amoimt  of  profit  shall  be  based  upon  the 
accurate  and  timely  processing  of 
benefit  claims,  the  volume  and  validity 
of  complaints  received  by  OPM,  the 
timeliness  and  adequacy  of  reports  on 
operations,  and  responsiveness  to  OI^ 
offices,  enrollees,  beneficiaries,  and 
Congress.  In  setting  the  final  profit 
fiigure,  obstacles  overcome  by  the 
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contractor  during  the  phased,  phase* 
out  period  will  taken  into 
consideration.’* 

2137.110-70  Contract  dauM. 

The  clause  at  FAR  52.237-3.  as 
modifled  in  2137.102-70(d).  shall  be 
inserted  in  all  FEGU  contracts. 

PART  2143— CONTRACT 
MODIFICATIONS 

Subpart  2143.1— General 

Sec. 

2143.170  FEGU  Program  contract 
modifications. 

2143.171  Contract  clause. 

Authority:  S  U.S.C  8709;  40  U.S.C.  486(c):  48 
CFR  1.301. 

Subpart  2143.1.-^3enerai 

2143.170  FEGU  Program  coiriract 
nKKHflcatioits. 

Except  as  necessary  to  implement 
new  or  existing  legislation,  if  the 
regulatory  requirements  pulriished  in 
accordance  with  2301.301  are  amended 
in  a  mann»  which  would  increase  the 
contractor’s  liability  under  the  contract, 
the  amendment  will  be  made  effective 
for  the  amtract  period  subsequent  to  the 
period  in  which  the  amendment  is 
promulgated.  However,  if  the 
amendment  is  (xomulgated  after  July  31, 
it  will  not  be  effective  until  the  second 
contract  year  following  the  year  in 
whidi  it  is  promulgated,  unless  the 
contractor  agrees  to  an  earlier  date. 

2143.171  Contract  clause. 

The  clause  at  FAR  52.243-3,  Alternate 
I,  shall  be  modified  in  FEGU  contracts 
by  inserting  the  following  at  the 
beginning  of  paragraph  (a) :  “Except  as 
provided  in  paragraph  (Q,”  and  by 
adding  a  new  paragraph  (f)  to  read  as 
follows:  **(f)  Except  as  necessary  to 
implement  new  or  existing  legislation,  if 
the  regulatory  requirements  published  in 
accordance  with  2101.301  are  amended 
in  a  manner  which  would  increase  the 
contractor's  liability  under  the  contract, 
the  amendment  will  be  made  effective 
for  the  contract  period  subsequent  to  the 
period  in  which  the  amendment  is 
promulgated.  However,  if  the 
amendment  is  promulgated  in  August  or 
September,  it  will  not  be  effective  until 
the  second  contract  year  following  the 
year  in  which  it  is  promulgated,  uUess 
the  contractor  agrees  to  an  earlier  date.” 

PART  2144— SUBCONTRACTINQ 
POLICIES  AND  PROCEDURES 

Subpart  2144.1— Qanoral 

Sec. 

2144.170  Policy  for  FEC3J  Program 
subcontracting  consent 


Subpart  2144.2— Conaant  to  Subcontracts 

2144.270  Contract  clause. 

Anthority:  5  U.S.C.  8709;  40  U.S.C  486(c);  48 
CFR  1.301. 

Subpart  2144.1— General 

2144.170  Policy  for  FEGU  Program 
subcontracting  consent 

For  all  FEGU  contracts,  advance 
approval  shall  be  required  on 
subcontracts  or  modifications  to 
subcontracts  when  the  amoimt  charged 
the  FEGU  contract  exceeds  $200,000  and 
over  25%  of  the  subcontract  cost  is 
charged  to  the  FEGU  contract. 

Subpart  2144.2— Consent  to 
Subcontracts 

2144.270  Contract  clause. 

The  clause  set  forth  at  2152.244-70 
shall  be  inserted  in  all  FEGU  Program 
contracts. 

PART  2146— QUALITY  ASSURANCE 

Subpart  2146.2— Contract  QuaBty 
Requirements 

Sec. 

2146.270  General 

2146.271  FEGU  Program  quality  assurance 
requirements. 

Anthority:  5  U.S.C.  8709;  40  U.S.C  486(c):  48 
CFR  1301. 

Subpart  2146.2— Contract  Quality 
ReqtAements 

2146.270  GensraL 

(a)  This  part  prescribes  policies  and 
procedures  to  ensure  that  services 
acquired  under  the  FEGU  contract 
conform  to  the  contract’s  quality 
requirements. 

(b)  0PM  shall  evaluate  the 
contractor’s  system  of  internal  controls 
under  the  quality  assurance  program 
required  by  2146.271  prior  to  ea^ 
contract  year  and  will  acknowledge  in 
writing  whether  or  not  the  system  is 
consistent  with  the  requirements  set 
forth  in  this  subpart.  After  the  initial 
review,  each  lumual  review  may  be 
limited  to  changes  in  the  contractor’s 
internal  control  guidelines.  However,  a 
limited  review  does  not  diminish  the 
contractor’s  obligation  to  apply  the  full 
internal  control  system. 

2146371  FEGU  Program  quality 
assurance  raqulrainanta. 

(a)  The  contractor  shall  develop  and 
apply  a  quality  assurance  program 
specifying  procedures  for  assuring 
contract  quality.  At  a  minimum,  the 
program  should  include  procedures  to 
address: 

(1)  Accuracy  of  payments  and 
recovery  of  overpayments; 


(2)  Timeliness  of  payments  to 
beneficiaries; 

(3)  Quality  of  services  and 
responsiveness  to  beneficiaries; 

(4)  Quality  of  service  and 
responsiveness  to  OI^  and 

(5)  Detection  and  recovery  of 
fraudulent  claims. 

(b)  The  contractor  shall  prepare 
overpayment  recovery  guidelines  to 
include  a  system  of  internal  control  for 
approval  aimually  by  the  contracting 
officer.  The  contracting  officer  may 
withdraw  such  approval  with  90  days’ 
notice  of  prospective  withdrawal. 

(c)  The  contractor  shall  keep  complete 
records  of  its  quality  assurance 
procedures  and  the  results  of  their 
implementation  and  make  them 
available  to  the  Government  during 
contract  performance  and  for  as  long 
afterwards  as  the  contract  requires. 

(d)  The  contracting  officer  or  his  or 
her  representative  has  the  right  to 
inspect  and  test  all  services  called  for 
by  the  contract,  to  the  extent 
practicable,  at  all  times  and  places 
during  the  term  of  the  contract  and  for 
as  long  afterwards  as  the  contract 
requires.  The  contracting  officer  or  his 
or  her  representative  shall  perform  any 
inspections  and  tests  in  a  manner  that 
will  not  unduly  delay  the  work. 

(e)  The  contracting  officer  may  order 
the  correction  of  a  deficiency  or  a 
modification  in  the  contractor’s  services 
and/or  quality  assurance  program.  The 
contractor  shall  take  the  necessary 
action  promptly  to  implement  the 
contracting  officer’s  order.  If  the 
contracting  officer  orders  the  correction 
of  a  deficiency  or  a  modification  of  the 
contractor’s  services  and/or  quality 
assurance  program  pursuant  to  this 
paragraph  after  the  contract  year  has 
begun,  the  costs  incurred  in  correcting 
the  deficiency  or  making  the 
modification  will  not  be  considered  to 
the  contractor’s  detriment  in  the  cost 
control  factor  of  the  service  charge  [if 
applicable).  However,  if  there  is  a 
deficiency,  the  deficiency  itself  may  be 
taken  into  consideration. 

PART  2149— TERMINATION  OF 
CONTRACTS 

2149.002-70  Applicability  of  the  FAR  to 
FEGU  Program  acquisitions. 

Subpart  2149.1— General  Principles 

2149.170  FEGU  Program  contract 
termination  clause. 

Authority:  5  U.SX1 8709;  40  U.S.C  486(c);  48 
CFR  1.301. 
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2149.002-70  AppUcabUity  of  the  FAR  to 
FEQU  Program  acquisitions. 

(a)  Termination.  (1)  Termination  of 
FEGLI  Program  contracts  is  controlled 
by  5  U.S.C.  8709(c)  and  this  regulation, 
llie  procedures  for  termination  of  FEGLI 
contracts  shall  be  those  contained  in 
FAR  part  49.  For  the  purpose  of  this  Part, 
“discontinue”  in  5  U.S.C  8709(c)  means 
“terminate.” 

(2)  A  life  insurance  contract  entered 
into  by  OPM  may  be  terminated  by 
OPM  at  any  time  for  default  by  the 
Contractor.  A  life  insurance  contract 
entered  into  by  OPM  may  terminate  at 
the  end  of  the  31st  day  after  default  by 
OPM  (see  2152.232-70,  Payments). 

(3)  A  life  insurance  contract  entered 
into  by  OPM  may  be  terminated  for 
convenience  of  the  Government  60  days 
after  the  Contractor's  receipt  of  OPM's 
notice  to  terminate. 

(4)  The  contractor  may  terminate  its 
contract  with  OPM  at  the  end  of  any 
policy  year  when  notice  of  intent  to 
terminate  is  given  to  OPM  in  wrriting  at 
least  sixty  days  prior  to  the  end  of  die 
policy  year. 

(b)  Continuation  of  services.  The 
services  under  this  contract  are  of  yital 
interest  to  the  Government  and  must  be 
continued  without  interruption  in  the 
event  the  contract  is  terminated. 
Consequendy,  the  contract  termination 
procedures  contained  in  this  paragraph 
must  be  used  in  conjunction  with  the 
provisions  of  the  “Continuity  of 
Services”  clause  at  FAR  52.237-3,  as 
modified  at  2137.102-70. 

(c)  Settlement.  The  procedures  for 
setdement  of  contracts  after  they  are 
terminated  shall  be  those  contained  in 
FAR  part  49. 

Subpart  2149.1— General  Principles 

2149.170  FEGLI  Program  contract 
termination  clause. 

The  clause  in  2152.249-70  shall  be 
inserted  in  all  FEGLI  Program  contracts. 

SUBCHAPTER  H— CLAUSES  AND  FORMS 
PART  2152— CONTRACT  CLAUSES 

2152.000  Applicable  clauses. 

Subpart  2152.2— Texts  of  FEGLI  Program 
Contract  Clauses 

2152.203- 70  Misleading,  deceptive,  or  unfair 
advertising 

2152.204- 70  Contractor  records  retention 

2152.215- 70  Investment  income 

2152.216- 70  Accounting  and  allowable  cost 

2152.216- 71  Fixed  price  with  limited  cost 
redetermination-risk  charge 

2152.216- 72  Fixed  price  with  limited  cost 
redetermination-service  charge 

2152.222-70  Notice  of  significant  events 
2152.224-70  Confidentiality  of  records 

2152.232-70  Payments 


2152.232- 71  Non-commingling  of  FEGLI 
Program  funds 

2152.232- 72  Approval  for  assignment  of 
claims 

2152.244-70  Subcontracts 

2152.249-70  Renewal  and  termination 

Subpart  21S2.S— FEGLI  Program  Clause 
Matrix 

2152.370  Use  of  the  matrix. 

Authority:  5  U.S.C.  8709;  40  U.S.C.  488(c),  48 
CFR  1.301. 

2152.000  Applicable  clauses. 

The  clauses  of  FAR  subpart  52.2 
specified  below  shall  be  applicable  to 
FEGLI  Program  contracts,  llie  most 
recent  edition  of  the  clause  in  the  FAR 
shall  be  applied  unless  otherwise 
provided  in  the  contract. 

Section  and  Clause  Title 

52202-1  Definitions 

52.203- 1  Officials  not  to  Benefit 
52203-3  Gratuities 

52203-5  Covenant  Against  Contingent  Fees 

52.203- 6  Restrictions  on  Subcontractor 
Sales  to  the  Government 

52.203- 7  Anti-Kickback  Procedures 

52.203- 6  Requirement  for  Certificate  of 
Procurement  Integrity —  Modification 

52.203- 10  Price  or  Fee  Adjustment  for  Illegal 
or  Improper  Activity 

52.203- 12  Limitation  on  Payments  to 
Influence  Certaih  Federal  Transactions 

52.209-6  Protecting  the  Government’s 
Interest  When  Subcontracting  With 
Contractors  Debarred,  Suspended,  or 
Proposed  for  Debarment 

52.215- 1  Examination  of  Records  by 
Comptroller  General 

52.215- 2  Audit — Negotiation 

52.215- 22  Price  Reduction  for  Defective  Cost 
or  Pricing  Data 

52.215- 24  Subcontractor  Cost  or  Pricing 
Data 

52.215- 27  Termination  of  Defined  Benefit 
Pension  Plans 

52.215- 30  Facilities  Capital  Cost  of  Money 

52.215- 31  Waiver  of  Facilities  Capital  Cost 
of  Money 

52.215- 39  Reversion  or  Adjustment  of  Plans 
for  Postretirement  Benefits  (PRB)  Other 
Than  Pensions 

52.219- 8  Utilization  of  Small  Business 
Concerns  and  Small  Disadvantaged 
Business  Concerns 

52.219- 13  Utilization  of  Women-Owned 
Small  Businesses 

52.220- 3  Utilization  of  Labor  Surplus  Area 
Concerns 

52.222- 1  Notice  to  the  Government  of  Labor 
Disputes 

52.222- 3  Convict  Labor 

52.222- 4  Contract  Work  Hours  and  Safety 
Standards  Act — Overtime 
Compensation — General 

52.222- 21  Certification  of  NonSegregated 
Facilities 

52.222- 22  Previous  Contracts  and 
Compliance  Reports 

52.222- 25  Affirmative  Action  Compliance 

52.222- 26  Equal  Opportunity 

52.222- 28  Equal  Opportunity  Preaward 
Clearance  of  Subcontracts 


52.222- 29  Notification  of  Visa  Denial 

52.222- 35  Affirmative  Action  for  Special 
Disabled  and  Vietnam  Era  Veterans 

52.222- 38  Affirmative  Action  for 
Handicapped  Woricers 

52.222- 37  Employment  Reports  on  Special 
Disabled  Veterans  and  Veterans  of  the 
Vietnam  Era 

52.222- 41  Service  Contract  Act  of  1965,  as 
Amended 

52.223- 2  Clean  Air  and  Water 

52.223- 6  Drug-Free  Workplace 

52.227- 1  Authorization  and  Consent 

52.227- 2  Notice  and  Assistance 

52.228- 7  Insurance — Liability  to  Third 
Persons 

52.229- 4  FederaL  State,  and  Local  Taxes 
(Noncompetitive  Contract) 

52.229- 6  Taxes — Foreign  Fixed-Price 
Contracts 

52.232- 9  Limitation  on  Withholding  of 
Payments 

52.232- 17:2132.617  Interest 

52.232- 23  Assignment  of  Claims 

52.232- 28  Electronic  Funds  Transfer 
Payment  Method 

52.233- 1  Disputes  (Alternate  I) 

52.237-3  Continuity  of  Services 

52.242- 1  Notice  of  Intent  to  Disallow  Costs 

52.242- 13  Bankruptcy 

52.243- 1  Changes — Fixed-Price — ^Alternate  1 

52.244- 5  Competition  in  Subcontracting 

52.245- 2  Government  Property  (Fixed-Price 
Contracts] 

52.246- 4  Inspection  of  Services— Fixed  Price 

52.246- 25  Limitation  of  Liability— Services 

52.247- 63  Preference  for  U.S.-Flag  Air 
Carriers 

52.249- 2  Termination  for  Convenience  of 
the  Government  (Fixed  Price] 

52.249- 14  Excusable  Delays 

52.251- 1  Government  Supply  Sources 

52.252- 4  Alterations  in  Contract 

52.252- 6  Authorized  Deviations  in  Clauses 

Subpart  2152^— Texts  of  FEGU 
Program  Contract  Clauses 

2152.203- 70  Misleading,  deceptive,  or 
unfair  advertising 

As  prescribed  in  2103.7002,  the 
following  clause  shall  be  inserted  in  all 
FEGLI  Program  contracts: 

Misleading,  Deceptive,  or  Unfair  Advertising 
The  Contractor  agrees  that  any  advertising 
material  released  by  the  contractor  which 
mentions  the  FEGLI  Program  shall  be  truthful 
and  not  misleading,  and  shall  present  an 
accurate  statement  of  FEGLI  Program 
benefits.  The  Contractor  agrees  to  use  its  best 
efforts  to  assure  that  its  agents  are  aware  of 
and  abide  by  this  provision. 

The  Contractor  agrees  to  incorporate  this 
clause  in  all  subcontracts^as  defined  at 
LIFAR  2102.371. 

(End  of  Clause) 

2152.204- 70  Contractor  records  retention. 

As  prescribed  in  2104.705,  the 
following  clause  shall  be  inserted  in  all 
FEGLI  Program  contracts. 
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Contractor  Records  Retention 
Notwithstanding  the  provisions  of  FAR 

52.215- 2(d).  “Audit-Negotiation.*’  the 
Contractor  will  retain  and  make  available  all 
records  applicable  to  a  contract  tenn  that 
support  t^  annual  statement  of  operations 
for  a  period  of  5  years  after  the  end  of  the 
contract  term  to  which  the  records  relate. 
Individual  enrollee  and/or  beneficiary  claim 
records  shall  be  maintained  for  10  years  after 
the  end  of  the  policy  year  to  which  the  claim 
records  relate. 

(End  of  Clause) 

2152.215- 70  Invstmut  Incomt. 

As  prescribed  in  2115.802-71,  the 

following  clause  shall  be  inserted  in  all 
FEGLI  Program  contracts. 

Investment  Income 

(a)  The  Contractor  shall  invest  and  reinvest 
ail  FEGU  Program  funds  on  hand  until 
needed  to  discharge  promptly  the  obligations 
incurred  under  the  contract  Within  the 
constraints  of  safety  and  liquidity  of 
investments,  the  Contractor  shall  seek  to 
maximize  investment  income. 

(b)  All  investment  income  earned  on  FEGLI 
Program  fluids  shall  be  credited  to  the  FEGLI 
Program. 

(c)  When  the  Contracting  Officer  concludes 
that  the  Contractor  failed  to  conqily  %vith 
paragraph  (a)  or  (b)  of  this  clause,  the 
Contractor  shall  pay  to  die  Ofiice  of 
Personnel  Management  (OPM)  the 
investment  income  that  would  have  been 
earned,  at  the  ratefs]  specified  in  paragraph 

(d)  of  this  clause,  had  it  not  been  for  the 
Contractor's  noncompliance.  ‘Tailed  to 
comply  with  paragraph  (a)  or  (b)"  means;  (1) 
Making  any  charges  against  the  contract 
which  are  not  allowable,  allocate,  or 
reasonable;  or  (2)  feiling  to  credit  any  income 
due  the  contract  and/or  failing  to  place  funds 
on  hand,  including  premium  payments  and 
payments  from  OPM  not  needed  to  discharge 
promptly  the  obligations  incurred  under  the 
contracC  tax  refunds,  credits,  deposits, 
investment  income  earned,  uncashed  checks, 
or  other  amoimts  owed  OPM  in  income- 
producing  investments  and  accounts. 

(d) (1)  Investment  income  lost  as  a  result  of 
unallowable,  unallocable,  or  unreasonable 
charges  against  die  contract  shall  be  paid 
from  the  1st  day  of  the  contract  term 
following  the  contract  term  in  which  the 
unallowable  charge  was  made  and  shall  end 
on  die  eariier  of: 

(1)  file  date  the  amounts  are  returned  to 
OPM; 

(ii)  The  date  specified  by  the  Contracting 
Officer;  or  (iii)  llie  date  of  the  Contracting 
Officer's  Final  Decision. 

(2)  Investment  income  lost  as  a  result  of 
failure  to  credit  income  due  the  contract  or 
failure  to  place  funds  on  hand  in  income- 
producing  investments  and  accounts  shall  be 
paid  from  the  date  die  funds  should  have 
been  invested  or  appropriate  income  was  not 
credited  and  shall  end  on  the  earlier  of: 

(i)  The  date  the  amounts  are  returned  to 
OPM; 

(ii)  the  date  specided  by  die  Contracting 
Officer,  or, 

(iii)  the  date  of  the  Contracting  Officer's 
Final  Decision. 


(3)  The  Contractor  shall  credit  to  the  FEGLI 
Program  income  that  is  due  in  accordance 
with  this  clause.  All  amounts  payable  shall 
bear  lost  investment  income  compounded 
semiannually  at  the  rate  established  by  the 
Secretary  of  the  Treasury  as  provided  in 
section  12  of  the  Contract  Disputes  Act  of 
1978  (Pub.  L  95-563),  during  the  periods 
specified  in  paragraphs  (d)(1)  and  (d)(2). 

(4)  All  amounts  due  and  unpaid  after  the 
periods  specified  in  paragraphs  (d)(1)  and 
(d)(2)  shall  bear  simple  interest  at  the  rate 
applicable  for  each  6-month  period  as  fixed 
by  the  Secretary  until  the  amount  is  paid  [see 
FAR  32.614-1]. 

(End  of  Clause) 

2152.216-70  Accounting  and  irtlowable 
coat 

As  prescribed  in  2116270-1,  the 
following  clause  shall  be  inserted  in  all 
FEGLI  Program  contracts: 

Accounting  and  Allowable  Cost 

(a)  Annual  Accounting  Statement  (1)  The 
contractor  shall  prepare  annually  an 
accounting  statement  summarizing  the 
Bnancial  results  of  the  FEGLI  Program  for  the 
previous  contract  year.  This  statement  shall 
be  prepfired  in  accordance  with  the 
requirements  issued  annually  by  OPM  and 
shall  be  due  to  OPM  in  accordance  with  a 
date  established  by  those  requirements. 

(2)  The  Contractor  shall  have  the  most 
recent  tinancial  statement  for  the  FEGLI 
Program  audited  by  an  accounting  firm  that 
ascribes  to  the  standards  of  the  American 
Institute  of  Certified  Public  Accountants.  The 
report  shall  be  submitted  to  OPM  along  with 
the  annual  accounting  statement 

(3)  Based  on  the  results  of  either  the 
independent  audit  or  a  Government  audit,  the 
annual  accounting  statements  for  the  FEGLI 
Program  may  be  (i)  adjusted  by  amounts 
found  not  to  constitute  properly  allocable  or 
allowable  costs;  or  (ii)  adjusted  for  prior 
overpayments  or  underpayments. 

(b)  Definition  of  costs.  (1)  The  allowable 
costs  chargeable  to  the  contract  for  a  policy 
year  shall  be  the  actual,  necessary, 
reasonable,  and  allocable  amounts  incurred 
with  proper  justitication  and  accounting 
support,  determined  in  accordance  with 
subpart  312  of  the  Federal  Acquisition 
Relation  (FAR)  ahd  subpart  2131.2  of  the 
Federal  Employees  Group  Life  Insurance 
Program  Acquisition  Regulation  (LIFAR) 
applicable  on  October  1  of  each  year,  and  the 
terms  of  this  contract 

(2)  In  the  absence  of  specffic  contract  terms 
to  the  contrary,  contract  costs  shall  be 
classiBed  in  accordance  with  the  following 
criteria: 

(i)  Benefits.  Claims  costs  consist  of 
payments  made  and  costs  incurred  for  life 
insurance  and  accidental  death  and 
dismemberment  insurance  on  behalf  of  FEGLI 
subscribers,  including  interest  paid  on 
delayed  claims,  less  any  overpayments, 
refunds,  or  other  credits  received. 

(ii)  Administrative  expenses. 
Administrative  expenses  consist  of  all 
allocable,  allowable,  and  reasonable 
expenses  incurred  in  the  adjudication  of 
beneticiary  claims  or  incurred  in  the 
Contractor's  overall  operation  of  the 


business.  Unless  otherwise  provided  in  the 
contract,  FAR,  or  LIFAR,  administrative 
expenses  include,  but  are  not  limited  to, 
taxes,  insurance  and  reinsurance  premiums, 
the  cost  of  investigation  and  settlement  of 
policy  claims,  the  cost  of  maintaining  tiles 
regarding  payment  of  claims,  and  legal 
expenses  incurred  in  the  litigation  of  benetit 
payments.  Administrative  expenses  exclude 
the  expenses  related  to  investment  income  in 
paragraph  (iii)  below. 

(iii)  Investment  income.  Within  the 
constraints  of  liquidity  and  safety,  the 
Contractor  is  required  to  invest  and  reinvest 
all  FEGLI  funds  on  hand  until  needed  to 
discharge  promptly  the  obligations  incurred 
under  the  contract.  Investment  income 
represents  the  amount  earned  by  the 
Contractor  after  deducting  reasonable, 
necessary,  and  properly  allocable  investment 
expenses  as  a  result  of  investing  the  FEGLI 
Program  funds.  The  direct  or  allocable 
indirect  expenses  incurred  with  respect  to  the 
investment  of  Program  funds,  such  as 
brokerage  fees,  are  netted  against  investment 
income  earned  rather  than  as  part  of 
administrative  expenses. 

(c)  Certification  of  Annual  Accounting 
Statement  (1)  The  Contractor  shall  certify  the 
annual  accounting  statement  in  the  form  set 
forth  in  paragraph  (c)(3)  of  this  clause.  The 
certiticate  shall  be  signed  by  the  chief 
executive  officer  for  the  Contractor's  FEGLI 
operations  and  the  chief  financial  officer  for 
the  Contractor's  FEGLI  operations  and  shall 
be  returned  with  the  annual  accounting 
statement. 

(2)  The  certification  required  shall  be  in  the 
following  form: 

Certification  of  Annual  Accounting 
Statement 

This  is  to  certify  that  I  have  reviewed  this 
accounting  statement  and,  to  the  best  of  my 
knowledge  and  belief,  attest  that: 

1.  The  statement  was  prepared  in 
conformity  with  the  guidelines  issued  by  the 
Office  of  Personnel  Management  and  fairly 
presents  the  financial  results  of  this  policy 
year  in  conformity  with  those  guidelines; 

2.  The  costs  included  in  the  statement  are 
allowable  and  allocable  in  accordance  with 
the  terms  of  the  contract  and  with  the  cost 
principles  of  the  Federal  Employees'  Group 
Life  Insurance  Program  Acquisition 
Regulation  (LIFAR)  and  the  Federal 
Acquisition  Regulation  (FAR); 

3.  Income,  overpayments,  refunds,  and 
other  credits  made  or  owed  in  accordance 
with  the  terms  of  the  contract  and  applicable 
cost  principles  have  been  included  in  the 
statement. 

Contractor  Name:  - - - 


Name  of  Chief  Executive  Officer  for  FEGLI 
Operations 

Date  signed: - 


Name  of  Chief  Financial  Officer  for  FEGLI 
Operations 

(Type  or  print  and  sign) 

Date  signed: - 

(End  of  Certiticate) 

(End  of  Clause) 
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2152.216- 71  Fixed  price  with  limited  cost 
redetermlnadon— risk  charge. 

As  prescribed  in  2116.271-l(a],  the 
following  clause  shall  be  inserted  in 
FEGU  Program  contracts  when  a  risk 
charge  is  negotiated. 

Risk  Charge 

OPM  shall  pay  the  Contractor  the  risk 

charge  specified  in  appendix _ for  the  risk 

assumed  in  performing  this  contract. 

(End  of  clause] 

2152.216- 72  Fixed  price  with  limited  cost 
redetermlnation — service  charge. 

As  prescribed  in  2116.271-l(b).  the 
following  clause  shall  be  inserted  in 
FEGU  Program  contracts  when  a  service 
charge  is  negotiated. 

Service  Charge 

OI^  shall  pay  the  Contractor  the  service 

charge  specified  in  appendix _ _ 

(End  of  clause) 

2 1 52.222-70  Notice  of  Significant  Events. 

As  prescribed  in  2122.170,  the 
following  clause  shall  be  inserted  in  all 
FEGU  Program  contracts: 

Notice  of  Significant  Events 

(а)  The  Contractor  agrees  to  notify  OPM  of 
any  Significant  Event  within  10  working  days 
after  the  Contractor  becomes  aware  of  it.  As 
used  in  this  section,  a  Significant  Event  is  any 
occurrence  or  anticipated  occurrence  that 
might  reasonably  be  expected  to  have  a 
material  effect  upon  the  Contractor’s  ability 
to  meet  its  obligations  under  this  contract, 
including,  but  not  limited  to,  any  of  the 
following; 

(1)  Disposal  of  25  percent  or  more  of  the 
Contractor’s  assets  within  a  six-month 
period; 

(2)  Termination  or  modification  of  any 
contract  or  subcontract  if  such  termination  or 
modification  might  have  a  material  effect  on 
the  Contractor’s  obligations  imder  this 
contract; 

(3)  Loss  of  20  percent  or  more  of  FEGU 
Program  reinsurers  in  a  policy  yeeir. 

(4)  The  imposition  of,  or  notice  of  the  intent 
to  impose,  a  receivership,  conservatorship,  or 
special  regulatory  monitoring; 

(5)  The  withdrawal  of,  or  notice  of  intent  to 
withdraw,  by  any  State  of  its  license  to  do 
business  or  any  other  change  of  status  under 
Federal  or  State  law; 

(б)  The  Contractor’s  default  on  a  loan  or 
other  financial  obligation; 

(7)  Any  actual  or  potential  labor  dispute 
that  delays  or  threatens  to  delay  timely 
performance  or  substantially  impairs  the 
functioning  of  the  Contractor’s  facilities  or 
facilities  used  by  the  Contractor  in  the 
performance  of  the  contract; 

(8)  Any  change  in  its  charter,  constitution, 
or  by-laws  which  affects  any  provision  of  this 
contract  or  the  Contractor’s  participation  in 
the  Federal  Employees’  Group  Life  Insurance 
Program; 

(9)  Any  significant  changes  in  policies  and 
procedures  or  interpretations  of  the  contract 
which  would  affect  the  benefits  payable 
under  the  contract  or  the  costs  charged  to  the 
contract; 


(10)  Any  fi'aud,  embezzlement  or 
misappropriation  of  FEGU  Program  funds;  or 

(11)  Any  written  exceptions,  reservations 
or  qualifications  expressed  by  the 
independent  accounting  firm  (which  ascribes 
to  the  standards  of  the  American  Institute  of 
Certified  Public  Accountants]  contracted  with 
by  the  Contractor  to  provide  an  opinion  on 
the  annual  accounting  statements  required  by 
OPM  for  the  FEGU  Program. 

(b)  Upon  learning  of  a  Significant  Event, 
OPM  may  institute  action,  in  proportion  to 
the  seriousness  of  the  event  to  protect  the 
interest  of  insureds,  including,  but  not  limited 
to¬ 
ll)  Directing  the  Contractor  to  take 

corrective  action; 

(2)  Making  a  downward  adjustment  to  the 
weight  in  the  “Contractor  Performance” 
factor  of  the  service  charge;  or, 

(3)  Withholding  payment  of  the  service 
charge. 

(c)  Prior  to  taking  action  as  described  in 
paragraph  (b)  of  this  clause,  OPM  will  notify 
the  Contractor  and  offer  an  opportunity  to 
respond. 

(d)  The  Contractor  agrees  to  insert  this 
clause  in  any  subcontract  or  subcontract 
modification  if  both  the  amount  of  the 
subcontract  or  modification  charged  to  the 
FEGU  Program  exceeds  $200,000,  and  the 
amount  of  the  subcontract  or  modification  to 
be  charged  to  the  FEGU  Program  exceeds  25 
percent  of  the  total  cost  of  the  subcontract  or 
modification. 

(End  of  Clause) 

2152.224-70  Confidentiality  of  records. 

As  prescribed  in  2124.7002,  the 
following  clause  shall  be  inserted  in  all 
FEGLI  Program  contracts: 

Confidentiality  of  Rerords 

(a)  The  Contractor  shall  use  the  personal 
data  on  employees  and  annuitants  that  is 
provided  by  agencies  and  OPM,  including  for 
the  data  and  pubUshed  annually  in  the 
Federal  Register  as  a  part  of  OPM’s  notice  of 
systems  of  records. 

(b)  The  Contractor  shall  also  hold  all 
medical  records,  evidence  of  insurabihty  for 
insurance  coverage,  designations  of 
beneficiaries,  amounts  of  insurance,  and 
information  relating  thereto,  of  the  insured 
and  family  members  confidential  except  for 
disclosure  as  follows: 

(1)  As  may  be  reasonably  necessary  for  the 
administration  of  this  contract; 

(2)  As  authorized  by  the  insured  or  his  or 
her  estate: 

(3)  As  necessary  to  permit  Government 
officials  having  authority  to  investigate  and 
prosecute  alleged  civil  or  criminal  actions; 
and 

(4)  As  necessary  to  audit  the  contract 
(End  of  Clause) 

2152.232-70  Paynwnts. 

As  prescribed  in  2132.171,  the 
following  clause  shall  be  inserted  in  all 
FEGU  Program  contracts: 

Payments 

(a)  OPM  will  provide  to  the  Contractor,  in 
full  settlement  of  its  obligations  under  this 
contract,  subject  to  adjustment  based  on 


actual  claims  and  administrative  cost  or  for 
Contractor  fraud,  a  fixed  premium  once  per 
month  on  the  first  business  day  of  the  month. 
The  premium  will  be  determined  by  an 
estimate  of  costs  for  the  contract  year  as 
provided  in  section  .  ,  and  wiU  be 
redetermined  annually.  In  addition,  an  annual 
reconciliation  of  premiums  and  actual  costs 
will  be  performed,  and  additional  payment  by 
OPM  or  reimbursement  by  the  contractor  will 
be  paid  as  necessary. 

(b)  If  OPM  fails  to  provide  the  premium  in 
full  by  the  due  date,  a  grace  period  of  31  days 
shall  be  granted  to  OI^  for  providing  any 
premium  due,  unless  OPM  has  previously 
given  written  notice  to  the  Contractor  that  the 
contract  is  to  be  discontinued  on  the  premium 
due  date.  The  contract  shall  continue  in  force 
during  the  grace  period. 

(c)  If  OPM  fails  to  provide  any  premiums 
within  the  grace  period,  the  contract  shall  be 
discontinued  at  the  end  of  the  31st  day  of  the 
grace  period,  unless  the  Contractor  and  OPM 
agree  to  continue  the  contract.  OPM  shall  be 
liable  to  the  Contractor  for  all  premiums  then 
due  and  impaid.  If  during  the  grace  period 
OPM  presents  written  notice  to  the 
Contractor  that  the  contract  is  to  be 
discontinued  before  the  expiration  of  the 
grace  period,  the  contract  shall  be 
discontinued  the  later  of  the  date  of  receipt  of 
such  written  notice  by  the  Contractor  or  &e 
date  specified  by  OPM  for  discontinuance. 
OPM  shall  be  liable  to  the  Contractor  for  all 
premiums  then  due  and  unpaid. 

(d)  The  specific  premium  rates,  charges, 
allowances  and  limitations  apphcable  to  the 
contract  are  set  forth  in  5  CFR  part  870,  et 
seq.,  48  CFR  chapter  1,  UFAR.  and  this 
contract. 

(e)  In  accordance  with  FAR  52.243-2,  if  a 
change  is  made  to  the  contract  that  increases 
or  decreases  the  cost  of  performance  of  the 
work  imder  this  contract,  the  Contracting 
Officer  shall  make  an  equitable  adjustment  to 
the  estimate  on  which  the  monthly  premiums 
are  based. 

(f)  In  the  event  this  contract  is  terminated 
in  accordance  with  LIFAR  Part  2149,  the 
special  Contingency  Reserve  held  by  the 
Contractor  shall  be  available  to  pay  the 
necessary  and  proper  charges  against  this 
contract  after  other  Program  assets  held  by 
the  Contractor  are  exhausted. 

(End  of  Clause) 

2152.232-71  Non-commingling  of  FEGU 
Program  funds. 

As  prescribed  in  2132.772,  the 
following  clause  shall  be  inserted  in  all 
FEGU  Program  contracts. 

Non-Commingling  of  Funds 

(a)  FEGLI  Program  funds  shall  be 
maintained  in  such  a  manner  as  to  be 
separately  identifiable  from  other  assets  of 
the  contractor.  Cash  and  investment  balances 
reported  on  the  FEGU  Program  Annual 
Accounting  Statement  must  be  supported  by 
the  contractor’s  books  and  records. 

(b)  The  Contractor  may  request  a 
m^ification  of  this  requirement  from  the 
Contracting  Officer.  The  modification  shall 
be  requested  in  advance  and  the  Contractor 
shall  demonstrate  that  accounting  techniques 
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have  been  established  that  wiU  clearly 
measure  FEGU  Progreun  cash  and  investment 
income  (i.e.,  subsidiary  ledgers). 
Reconciliations  between  amounts  reported 
and  actual  amounts  shown  in  accounting 
records  shall  be  provided  as  supporting 
schedules  to  the  Annual  Accounting 
Statements. 

(End  of  Clause] 

2152.232-72  Approval  for  tho  Assignment 
of  Claims. 

As  prescribed  iii  2132.870,  the 
following  clause  shall  be  inserted  in  all 
FEGU  Program  contracts: 

Approval  for  Assignment  of  Claims 

(a)  The  Contractor  shall  not  make  any 
assignment  of  FEGU  funds  under  the 
Assignment  of  Claims  Act  without  the  prior 
written  approval  of  the  Contracting  Officer. 

(b)  Unless  a  different  period  is  specified  in 
the  Contracting  Officer’s  written  approval,  an 
assignment  of  FEGU  funds  shall  be  in  force 
only  for  a  period  of  1  year  from  the  date  of 
the  Contracting  Officer’s  approval.  However, 
assignments  may  be  renewed  upon  their 
expiration. 

(End  of  Clause) 

2152.244-70  StdKontracts. 

As  prescribed  by  2144.270,  the 
following  clause  shall  be  inserted  in  all 
FEGU  Program  contracts: 

Subcontracts 

(a)  'The  Contractor  shall  notify  the 
Contracting  Officer  reasonably  in  advance  of 
entering  into  any  subcontract  or  subcontract 
modification,  or  as  otherwise  specified  by 
this  contract,  if  both  the  amount  of  the 
subcontract  or  modification  charged  to  the 
FEGU  Program  exceeds  $200,000  and  is  25 
percent  of  the  total  cost  of  the  subcontract. 

(b)  The  advance  notification  required  by 
paragraph  (a)  of  this  clause  shall  include  ffie 
information  specified  below: 

(1)  A  description  of  the  supplies  or  services 
to  be  subcontracted; 

(2)  Identification  of  the  type  of  subcontract 
to  be  used; 

(3)  Identification  of  the  proposed 
subcontract  and  an  explanation  of  why  and 
how  the  proposed  subrantractor  was 
selected,  including  the  competition  obtained; 

(4)  The  proposed  subcontract  price  and  the 
Contractor’s  cost  or  price  analysis; 

(5)  The  subcontractor’s  current,  complete, 
and  accurate  cost  or  pricing  data  and 
Certificate  of  Current  Cost  or  Pricing  Data,  if 
required  by  other  contract  provisions. 

(6)  The  subcontractor’s  Disclosure 
Statement  or  Certificate  relating  to  Cost 
Accounting  Standards  when  such  data  are 
required  by  other  provisions  of  this  contract; 
and 

(7)  A  negotiation  memorandum  reflecting — 

(i)  The  principal  elements  of  the 

subcontract  price  negotiations; 


(ii)  The  most  significant  consideration 
controlling  establishment  of  initial  or  revised 
prices; 

(iii)  The  reason  cost  or  pricing  data  were  or 
were  not  required; 

(iv)  The  extent,  if  any,  to  which  the 
Contractor  did  not  rely  on  the  subcontractor’s 
cost  or  pricing  data  in  determining  the  price 
objective  and  in  negotiating  the  final  price; 

(v)  ’The  extent  to  which  it  was  recognized 
in  the  negotiation  that  the  subcontractor’s 
cost  or  pricing  data  were  not  accurate, 
complete,  or  ciurent;  the  action  taken  by  the 
Contractor  and  the  subcontractor,  and  die 
effect  of  any  such  defective  data  on  the  total 
price  negotiated; 

(vi)  ’The  reasons  for  any  significant 
difference  between  the  Contractor’s  price 
objective  and  the  price  negotiated;  and 

(vii)  A  complete  explanation  of  the 
incentive  fee  or  profit  plan  when  incentives 
are  used.  The  explanation  shall  identify  each 
critical  performance  element,  management 
decisions  used  to  quantify  each  incentive 
element  reasons  for  the  incentives,  and  a 
summary  of  all  trade-off  possibilities 
considered. 

(c)  The  Contractor  shall  obtain  the 
Contracting  Officer’s  written  consent  before 
placing  any  subcontract  for  which  advance 
notification  is  required  under  paragraph  (a)  of 
this  clause.  However,  the  Contracting  Officer 
may  ratify  in  writing  any  such  subcontract. 
Ratification  shall  constitute  the  consent  of 
the  Contracting  Officer. 

(d)  ’The  Contracting  Officer  may  waive  the 
requirement  for  advance  notification  and 
consent  required  by  paragraphs  (a),  (b),  and 

(c)  of  this  clause  where  the  Contractor  and 
subcontractor  submit  an  application  or 
renewal  as  a  contractor  team  arrangement  as 
defined  in  FAR  Subpart  9.6  and — 

(1)  The  Contracti^  Officer  evaluated  the 
arrangement  during  negotiation  of  the 
contract  or  contract  renewal;  and 

(2)  ’The  subcontractor’s  price  and/or  costs 
were  included  in  the  plan’s  rates  that  were 
reviewed  and  approved  by  the  Contracting 
Officer  during  negotiations  of  the  contract  or 
contract  renewal. 

(e)  Unless  the  consent  or  approval 
specifically  provides  otherwise,  consent  by 
the  Contracting  Officer  to  any  subcontract 
shall  not  constitute  a  determination  (1)  of  the 
acceptability  of  any  subcontract  terms  or 
conditions;  (2)  of  the  allowability  of  any  cost 
under  this  contract;  or  (3)  to  relieve  the 
Contractor  of  any  responsibility  for 
performing  this  contract. 

(f)  No  subcontract  placed  under  this 

contract  shall  provide  for  payment  on  a  cost- 
plus-a-percentage-of-cost  basis.  Any  fee 
payable  under  cost  reimbursement  type 
subcontracts  shall  not  exceed  the  fee 
limitations  in  FAR  15.903(d).  Any  profit  or  fee 
payable  under  a  subcontract  shall  be  in 
accordance  with  the  provisions  of  Section 
_ _  Service  Charge. 

(g)  ’The  Contractor  shall  give  the 
Contracting  Officer  immediate  written  notice 
of  any  action  or  suit  filed  and  prompt  notice 


of  any  claim  made  against  the  Contractor  by 
any  subcontractor  or  vendor  that,  in  the 
opinion  of  the  Contractor,  may  result  in 
litigation  related  in  any  way  to  this  contract 
with  respect  to  which  the  Contractor  may  be 
entitled  to  reimbursement  from  the 
Government 
(End  of  Clause] 

2152.249-70  Renewal  and  tennlnation. 

As  prescribed  in  2149.170,  the 
following  clause  shall  be  inserted  in  all 
FEGU  Program  contracts: 

Renewal  and  Termination 

(a)  This  contract  renews  automatically 
each  October  1st  unless  written  notice  of 
termination  is  given  by  the  Contractor  not 
less  than  60  calendar  days  before  the  renewal 
date. 

(b)  This  contract  may  be  terminated  by 
0PM  at  any  time  for  default  by  the 
Contractor.  This  contract  terminates  at  the 
end  of  the  31st  day  after  default  by  the 
Government,  unless  the  Contractor  and  OPM 
agree  to  continue  the  contract. 

(c)  ’This  contract  may  be  terminated  for 
convenience  of  the  Government  60  days  after 
the  Contractor’s  receipt  of  OPM’s  written 
notice  of  termination. 

(d)  Upon  termination  of  the  contract,  the 
Confractor  agrees  to  assist  OPM  with  an 
orderly  and  efficient  transition  to  a  successor 
in  accordance  with  FAR  52.237-3,  Continuity 
of  Services,  as  modified  at  2137.102-70(b). 

(e)  After  receipt  of  a  termination  notice,  the 
prime  contractor  shall,  unless  directed 
otherwise  by  the  Contracting  Officer, 
terminate  all  subcontracts  to  the  extent  that 
they  relate  to  the  performance  of  the  FEGU 
contract.  'The  failiue  of  the  prime  contractor 
to  include  an  appropriate  termination  clause 
in  any  subcontract,  or  to  exercise  the  clause 
rights,  shall  not  affect  the  Contracting 
Officer’s  right  to  require  the  termination  of 
the  subcontract;  or  increase  the  obligation  of 
the  Government  beyond  what  it  woUd  have 
been  if  the  subcontract  had  contained  an 
appropriate  clause. 

(End  of  Clause) 

Subpart  2152.3— FEGU  Program 
Clause  Matrix 

2152.370  Use  of  the  matrix. 

(a)  ’The  matrix  in  this  section  lists  the 
FAR  and  UFAR  clauses  to  be  used  with 
the  FEGU  Program  contract.  The  clauses 
are  to  be  incorporated  in  the  contract  in 
full  text. 

(b)  Certain  contract  clauses  are 
mandatory  for  FEGU  Program  contracts. 
Other  clauses  are  to  be  used  only  when 
made  applicable  by  pertinent  sections  of 
the  FAR  or  UFAR.  An  “M”  in  the  “use 
Status"  column  indicates  that  the  clause 
is  mandatory.  An  “A”  indicates  that  the 
clause  is  to  be  used  only  when  the 
applicable  conditions  are  met. 
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FEQLI  Program  Clause  Matrix 


Clause  No. 

Text  reference 

FAR  52.202-1  . . . . 

FAR  2.2 . . 

FAR  52.203-1 . . 

FAB  a  10P-? 

FAR  52.203-3 . . 

FAR  3.202 . 

FAR  52.203-5 . . . 

FAR  3.404(c) . 

FAR  52.203-6 . . . . 

FAR  5?  203-7 . 

FAR  3.502-3 . . . 

FARfi??03-B 

FAR  3. 104-1 0(b) . 

FAR  52.203-10 . 

FAR  a  1(UUin(n) 

FAR  52.203-12 . 

FAR  3.808 . . . 

2152.203-70 . 

2103.7002 . 

2152J204-70 . . . 

?ina  70fi 

FAR  52.209-6 . . 

FAR  9.409(b) . . 

FAR  52.215-1 . . . 

FAR  1*5  infi-1(h) 

FAR  5?  215-2 

FAR  lA  infi_J>(h) 

FAR  52.215-22 . 

FAR  15.804-8(a) . . . 

FAR  52.215-24 . 

FAR  15.804-8(c) . 

FAR  52.215-27 . 

FAR  IS  AnA^(n) 

FAR  52.215-30 . 

FAR  15  904  '  . 

FAR  52.215-31 . 

FAR  15  904 

FAR  52.215-39 . . . 

FAR  15.804-8(f) . 

2152.215-70 . 

2115.802-71 . 

2152.216-70 . . . 

2116.270-1 . 

2152.216-71 . * . 

21 16.271 -1(a) . 

2152.216-72 . 

9115  971-1^) 

FAR  52.219-8 . 

FAR  19  708(a) . 

FAR  52.219-13 . 

FAR  19.902 . 

FAR  52.220-3 . . 

FAR  21.302(a) . 

FAR  52.222-1  . 

FAR  22.103^5(a) . 

FAR  52.222-3 . 

FAR  22.202........ . 

FAR  52.222-4 . 

FAR  22.305(a) . 

FAR  52.222-21  . 

FAR  22.610(a)(1) . 

FAR  52.222-22 . 

FAR  22.810(a)(2) . 

FAR  52.222-25 . 

FAR  22.81 0(dj  .... . 

FAR  52.222-26 . 

FAR  22.810(e) . 

FAR  52.222-28 . 

FAR  22.810(g) . 

FAR  52.222-29 . 

FAR  22.810(h) . 

FAR  52.222-35 . 

FAR  22.1308(a). . . 

FAR  52.222-36 . 

FAR  22.1408(a) . 

FAR  52.222-37 . 

FAR  22.1308(b) . 

FAR  52.222-41 . 

FAR  99  inn(>(a) 

2152.222-70 . 

2122.170 . . . 

FAR  52.223-2 . 

FAR  23.105(b) . . . 

FAR  52.223-6 .  . 

FAR  23.505(c) . 

2152.224-70 . 

2124.7002...... . 

FAR  52.227-1  . 

FAR  97  901-9(n) 

FAR  52.227-2 . . . 

FAR  97  909-9’ 

FAR  52.228-7 . . . 

FAR  28.311-2 . 

FAR  52.229-4 . 

FAR  29.401-4 . 

FAR  52.229-6 . 

FAR  29.402-1  (a) . 

FAR  52.232-9 . 

FAR  a9  111(n)(9) 

FAR  52.232-17 . . 

FAR  32.617  Modification  2132  617 

FAR  52.232-23 . 

FAR  .99 

FAR  52  232-28 . 

FAR  .a9  90n(rf)’  ' 

2152.232-70 . 

9ia9  171 

2152.232-71 . 

91  a9  779 

2152.232-72 . 

91.99  970 

FAR  52.233-1  . 

FAR  33.214 . 

FAR  52.237-3 . 

FAR  37.110-70  Modifications: 

2137.102-70. 

FAR  52.242-1  . 

FAR  42.802 . 

FAR  52.242-13 . 

FAR  42.903 . 

FAR  52.243-1  . . 

FAR  43.205(a)(2) . 

FAR  52.244-5 . 

FAR  44.204(e)......... . . . 

2152.244-70 . 

2144.270........ . . . 

FAR  52.245-2 . 

FAR  45  inA(h)(1) 

FAR  52.246-4 . 

FAR  46.304......... . . . 

FAR  52.246-25 . 

FAR  40  nn5{a)(4) 

FAR  5^247-63 . . . 

FAR  47  4n5''’' 

FAR  52.249-2 . 

FAR  49.502(b)(1) . 

FAR  52.249-8 . 

FAR  49.504(a)(1) . 

2152  249-70 . . . 

9149  170  '  "  ' 

FAR  52.251-1  . 

FAR  51.107 . 

FAR  52.252-4 . 

FAR  52.107(d) . . - . 

Title 


Definitions . . . . . . . . 

Officials  Not  to  Benefit . . . . . . . . . 

Gratuities . 

Coverwnt  Against  Contirrgent  Fees . 

Restrictiorts  of  Subcontractor  Sales  to  the  Government . . . 

Anti-Kickback  Procedures . 

Requirement  for  Certificate  of  Procurement  Integrity — Modification . 

Price  or  Fee  Adjustment  for  Illegal  or  Improper  Activity . 

Limitation  on  Payments  to  Influence  Certain  Federal  Transactions . 

Misleading,  Dec^tive,  or  Unfair  Advertising . 

Contractor  Records  Retention . . . 

Protecting  the  Government’s  Interest  When  Subcontracting  With  Corv 
tractors  Debarred,  Suspended,  or  Proposed  for  Debarment 

Examination  of  Records  by  Comptroller  General . . . 

Audit — Negotiation . . . 

Price  Reduction  for  Defective  Cost  or  Pricing  Data . 

Subcontractor  Cost  or  Pricing  Data . 

Termination  of  Defined  Benefit  Pension  Plans . 

Facilities  Capital  Cost  of  Money . 

Waiver  of  Facilities  Capital  Cost  of  Money . 

Reversion  or  Adjustment  of  Plans  for  Postretirement  Benefits  (PRB) 
Other  Than  Pensions. 

Investment  Income . 

Accounting  and  Allowable  Cost . 

Fixed  Fee — risk  charge . 

Fixed  Fee— service  charge . 

Utilization  of  Small  Business  Concerns  and  Small  Disadvantaged 
Business  Concerns. 

Utilization  of  Women-Owned  Small  Businesses . . . 

Utilization  of  Labor  Surplus  Area  Concerns . 

Notice  to  the  Government  of  Labor  Disputes . 

Convict  Labor . 

Contract  Work  Hours  and  Safety  Standards  Act— Overtime  Compen¬ 
sation — General. 

Certification  of  Norr-Segregated  Facilities . 

Previous  Contracts  and  Compliance  Reports . 

Affirmative  Action  Compliarx» . 

Equal  Opportunity . 

Equal  Opportunity  Preaward  Clearance  of  Subcontracts . . 

Notification  of  Visa  Denial . 

Affirmative  Action  for  Special  Disabled  and  Vietnam  Era  Veterans . 

Affirmative  Action  for  Handicapped  Workers . 

Employment  Reports  on  Spedal  Disabled  Veterans  arxl  Veterans  of 
the  Vietnam  Era 

Service  Contract  Act  of  1965,  as  Amended . 

Notice  of  Significant  Events . 

Clean  Air  and  Water . . 

Drug-Free  Workplace . 

Confidentiality  of  Records . - . 

Authorization  and  Cortsent . . . 

Notice  and  Assistance . . . 

Insurartce— Liability  to  Third  Persons . 

Federal,  State,  and  Local  Taxes  (Norxxxnpetitive  Contract) . 

Taxes— Foreign  Fixed-Price  Contracts . 

Limitation  on  Withholding  of  Payments  (Modified) . 

Interest . 

Assignment  of  Claims . - . 

Electronic  Funds  Transfer  Payment  Method . 

Payments . . . . . 

Non-Commingling  of  FEGLI  Funds . 

Approval  for  Assignment  of  Claims . 

Disputes  (Alternate  I) . 

Continuity  of  Services . 

Notice  of  Intent  to  Disallow  Costs . 

Bankruptcy . - . 

Changes— Fixed  Price  (Alterrtate  I) . 

Competition  in  Subcontracting . 

Subcontracts . . . 

Government  Property  (Fixed-Price  Contracts) . r.....; . . 

Inspection  of  Services— Fixed-Price . . . - 

Limitation  of  Liability — Services . 

PrefererKe  for  U.S.-Flag  Air  Carriers . 

Termination  for  ConvenierKe  of  the  Goverrrment  (Fixed  Price) . 

Default  (Fixed-Price  Supply  and  Service) . 

Renewal  and  Termination . . . 

Government  Supply  Sources . . . 

Alterations  in  extract . r. . . . 
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